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TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS
SUBJECT: Preparing and Submitting Budget Estimates

OMB Circular No. A-11 tdls you how to prepare your FY 2001 budget submission. The Circular has
three parts:

» Part 1 covers your budget request and related materials.
» Part 2 covers your strategic plan, annual performance plan, and performance reports.
» Part 3 covers acquiring capital assets.

This Circular supersedes all previous versions. This year, we reorganized the Circular and rewrote
many of the sections using plain language. We plan to rewrite therest of the Circular next year. The
summary of changes highlights the substantive changes made since last year. A tableis provided that
crosswalks the old structure to the new structure.

This year, as you develop the FY 2001 budget and performance plans, we look forward to agency
progress in the use of planning, performance measurement, and budgeting. The immediate attachment
lists the kinds of questions we will be asking.

As always, we expect you to focus attention in your FY 2001 submissions on the extent to which
current programs are achieving the results intended, and new program initiatives are structured to
provide for clear definition of results and mechanisms for accountability for achieving them. In
addition, we bdieve it is possible for some agencies to make the relationship between budget structure
and performance goals and objectives more direct by restructuring the budget presentation to OMB and
to the Congress. Such changes should be proposed in the FY 2001 submission and, after consultation
with OMB, explored with the appropriations committees’ majority and minority staff.

-

Jacob J. Lew
Director
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LINKING PLANNING, PERFORMANCE MEASUREMENT, AND BUDGETING

S Isthere clear evidence that agency resource level proposals are aligned with specific
agency strategic and performance goals, and reflect evidence of past performance,
including research and evaluation results?

S Arechangesin the structure of agency’s plans and/or budget accounts needed to bring
them into closer alignment with each other? If budget structure changes are envisioned,
and the agency has already received OMB approval, has the agency discussed the issue
with its appropriations clerks, majority and minority, and if so, what are their views?

S Does the budget submission and performance plan clearly identify the agency official
(below the Secretary’ s office) being held accountable for achievement of each goal and
objective?

By "agency official being held accountable,” OMB means the official who has the
responsibility to determine resource allocations to activities in support of the
goal/objective, monitor results, and make changes (short of legislative changes) in program
management in response to performance. OMB anticipates that in budget hearings and
related discussions, the agency will be represented primarily by these responsible
individuals.

S If theagency’s annual performance plan and budget justification are not meaningfully
integrated into one coherent document, what is the reason for the agency’s taking an
alternative approach?

S Do accountable agency officials have appropriate, timey, integrated financial and
performance information with which to manage? Are there systems for tracking the
budgetary resources, costs, inputs, performance, outputs, outcomes, and other relevant
factors affecting the achievement of specific program goals?

Good information systems are necessary to provide integrated feedback for improving
program management at all levels, from the Secretary to the lowest operating leve
(including, where appropriate, grantees/contractors, or individuals).
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GUIDE TO OMB CIRCULAR NO. A-11
What isthe purpose of this Circular?

Part 1: Coversthe development of the President’ s budget and tells you how to prepare and submit materials
required for OMB and Presidential review of agency requests and for formulation of the FY 2001
Budget. A significant portion of this part focuses on the preparation of the Budget Appendix and the
related data base.

Part 2: Describes the requirements of the Government Performance and Results Act and tells you how to
prepare and submit strategic plans, annual performance plans, and annual program performance
reports.

Part 3: Discusses the planning, budgeting and acquisition of capital assets, and tells you how to prepare and
submit information on new and past acquisitions.

Doesthis Circular apply to me?

This Circular applies to all executive departments and establishments, including Government-sponsored
enterprises. In addition, agencies of the legislative and judicial branches must comply with some of the
requirements of Part 1. Each part of the Circular indicates specifically who is subject to the policies and
reporting requirements contained in that part.

When arethe materials required by this Circular due?

Different materialsaredueon different dates. Theinitial submission of budget justification and other materials
is due September 13 for Cabinet agencies as well as other agencies subject to executive branch review.
Section 27 provides additional information on due dates.

Hasthe format and organization of the Circular changed?

Yes. Thisyear’sversion of the Circular looks very different from previous years' versions. Werevisedit for
styleaswdl as substance. We rewrote many of the sections using plain language to make them easier to read
and follow, but did not change the substance of those sections. However, we extensively revised the sections
that provide general information on the budget (sections 10, 15, 20, 25, and 27) and the section on object
classification (section 83). Changes include informative section headings that ask questions and “if-then”
tables. Infuturerevisions, we intend to apply these kinds of changes to the remaining sections.

Wereorganized Part 1 to place related sections together and present requirements chronologically. General
information about the budget and general policiesreated to deve oping the estimates and proposalsis provided
at the beginning of Part 1. Subsequent sections provide information on developing the initial submission,
followed by materials required after passback and actions following transmittal of the budget. The sections
on materials required after passback cover budget data structure and collection, then publishing the Budget
Appendix, then additional material required after passback, and, finally, updatestoinitial submission materials.
Weincluded atable (immediately following the Guide) that crosswalks the old structureto the new structure.
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Parts 1 and 2 aredivided into chapters. 1n some cases, the chapters arefurther divided into subchapters. The
information in each chapter is organized into a series of sections that consist of consecutively numbered
subsections.  Sometimes, related sections are grouped together under unnumbered center headings to help
navigate through the Circular.

Section numbers are not repeated between parts. Part 1 includes sections numbered 10 through 112 and
appendices A through E; Part 2 includes sections numbered 200 through 233; and Part 3 includes sections
numbered 300 and appendices 300A through 300C. We reserved certain section numbers for future use, so
there are some gaps in the numbering scheme.

How do | find information in the Circular?

At the beginning of the Circular, thereis atable of contents that identifies all the parts, chapters, sections and
associated page numbers. Thereisalso atable of contents at the beginning of each section that identifies the
subsections and exhibits contained in that section. We summarize major changesin policies and requirements
at the beginning of the Circular. 1n addition, we describe the changes that affect each section at the beginning
of that section. Attheend of theCircular, thereisanindex covering thethreeparts. Following theindex, there
isalist of OMB Circularsand Executive Ordersreferencedin A-11. OMB circularsare availablefor viewing
or downloading at the following Internet address:

www.whitehouse.gov/WH/EOP/OM B/html/circular.html

Presidential Executive Orders are available for viewing or downloading at the following Internet address:

www. pub.whitehouse.gov/search/executive-orders.html

What common conventions does this Circular use?

The term schedule refers to a set of data within the MAX budget database that is complete in itsdf and
describesaview or diceof the President’ sbudget. Thedatain many of theseschedulesis printed inthe Budget
Appendix, in which case the data in a schedule for a budget account defines a printed table in the Appendix.
Schedules are described in section 79.

Whenthe Circular refersto aspecific year, assumeit isacalendar year unless otherwisenoted. Thefollowing
phrases and abbreviations are used to identify specific fiscal years:

Fiscal Year Description
Past year - 1 (PY-1) Thefiscal year immediately preceding the past year.
Past year (PY) Thefiscal year immediately preceding the current year; the last
completed fiscal year.
Current year (CY) Thefiscal year immediately preceding the budget year.
Budget year (BY) The next fiscal year for which estimates are submitted.
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Fiscal Year

Description

Budget year + 1 (BY+1) through budget
year + 9 (BY+9)

Thefiscal year following the budget year through the ninth fiscal
year following the budget year.

Special budget terms, such as budget authority, obligations, and outlays, are defined in section 20.

Who can answer questions about the Circular?

The following table lists OMB organizational units with primary responsibility for certain sections of the
Circular. Direct general questions on the instructions and underlying concepts to these units. Direct agency-
specific questions on the application of theseinstructions, aswell as on sections not listed below, to your OMB

program examiner or Resource Management Office.

LIST OF OMB CONTACTSFOR INFORMATION ON OMB CIRCULAR NO. A-11

Section Telephone
No. Description OMB Contact No.*
PART 1
52.2 Financial management budget Financial Standards Reporting and 395-3070
justification Management Integrity Branch, Office
of Federal Financial Management
52.3 Report on resources for financial Federal Financial Systems Branch, 395-5048
management activities Office of Federal Financial
M anagement
53 Information on technology management Information Policy and Technology 395-4638
Branch, Office of Information and
Regulatory Affairs
54 Rental payments for space and land Justice Branch, Transportation, 395-3442
Commerce, Justice, and Services
Division
55 Information on energy use, costs, and Energy Branch, Energy and Science 395-3164
efficiency Division
56 Information on drug control programs Transportation, Commerce, Justice, 395-4892
and Services Division
57 Information on violent crime control Transportation, Commerce, Justice, 395-4892
programs and Services Division
58.2 Information on Inspectors General for Financial Standards Reporting and 395-1040

Designated Federal Entities

Management Integrity Branch, Office
of Federal Financial M anagement
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Section Telephone
No. Description OMB Contact No.*
58.3 Justification of unobligated balancesin Budget Concepts Branch, Budget 395-3172
credit liquidating accounts Review and Concepts Division
84 Additional data on research and Science and Space Programs Branch, 395-3534
development Energy and Science Division
100.1 Information on grants to State and local Budget Analysis Branch, Budget 395-3945
governments Analysis and Systems Division
100.2 Information on motor vehicles Budget Concepts Branch, Budget 395-3172
Review and Concepts Division
100.3 Information on rel ocation expenses Budget Concepts Branch, Budget 395-3172
Review and Concepts Division
PART 2  Strategic plans, annual performance Budget Concepts Branch, Budget 395-3172
plans, annual program performance Review and Concepts Division
reports
PART 3  Planning, budgeting, and acquisition of Budget Analysis Branch, Budget 395-3945
capital assets Analysis and Systems Division
— MAX A-11 User’s Guide Budget Systems Branch, Budget 395-6934

Analysis and Systems Division

*Area codeis 202
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CROSSWALK TO THE NEW STRUCTURE OF THE 1999 REVISION

Former section

New section

Part 1 — Preparation and Submission of Budget Estimates

Part 1 — Preparation and Submission of Budget
Estimates

Summary of MAX line code changes

79  Thebudget data system

10 Overview of the budget process:

10.1
10.2

10.3
104

105
10.6

Executive budget formulation process . . . . ..
Executive and congressional budget
PrOCESSES . . v vttt e e e
Preparation and timing of budget
submissions. . ... oL
Components of the budget submission . . . . ..
Requirements following budget transmittal . .
Additional materials required for Congress . .

10 Overview of the budget process

27  Submitting materialsto OMB

50 Overview of requirements for theinitial
submission

70  Overview of requirements after passback

95  Explanation of print materials

112 Other actions and requirements following
budget transmittal

(10.5)
(10.5)

(27.1, 50.1-50.2, 70.1, 95.1)
(27.2-27.3, 50.1, 70.1)
(112.1-112.2)

(112.3)

11 General requirements:

111
11.2
11.3
114

115

11.6
11.7

Coverage. .. ...
Exemptions .. ......... .. ... ... ... ...
Definitions . ....... ... .. i
Materials required for appropriation or fund
BCCOUNMES ..o v vttt
Basis for presentation of data in budget
schedules ............ ... ... ...,
Advanceapproval .......... ... ..
Responsibilitiesin reportingdata . ........

Guideto OMB Circular No. A-11

10 Overview of the budget process

25 Applicability, exceptions, and advance
approval

70 Overview of requirements after passback

71 Reporting information by budget account

72 Responsibilitiesin reporting data

95 Explanation of print materials

(10.4, 25.1)
(10.4, 25.1)
(Guide)

(70.2, 95.3)
(71.1-71.8)

(25.2-25.3, 71.3)
(51.1, 72.1-72.4)

12 General policies:
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Former section

New section

121 Basisfor agency proposals . .............
12.2  Coverageof theestimates ...............
123 Basisforestimates ....................
124  Required consultations .................
125  Estimates relating to specific objects of
expenditure ... ... ...
12.6  Estimates of collectionsand outlays .......
12.7 Information on specific authorizing
legislation . ........... ... ... ...
12.8  Significance of Presidential decisions . ... ..
12.9 Responsibilities for disclosure with respect to

thebudget .. ........ ... .. ... L.

33 Estimates related to specific types of
programs and expenditures

34 Proposals requiring coordination with other
agencies

35 Estimating collections and outlays

36 Communications with Congress and the
public and clearance requirements

51 Basic justification materials

(30.1)

(30.2, 30.4, 32.6, 33.11)

(30.3, 30.5, 31.1-31.8, 32.3, 33.10, 33.14, 33.21,
51.2)

(33.15, 34.1-34.5)

(31.9, 32.4-32.5, 32.7, 33.1-33.10, 33.12-33.13,
33.16-33.20, 33.22-33.24)

(35.1-35.3)

not applicable

(36.1-36.5)

13 Basisfor reporting on employment and personnel
compensation

32 Estimating employment levels, compensation,
benefits, and related costs

14 Budget terms and concepts

20 Terms and concepts

15 Justifications and other reporting requirements

151  Summary and highlight statement .. .......
15.2  Justification of programs and financing . . . . .
15.3  Explanations relating to supplemental
appropriationrequests . . . ..... ... ...
154 Information on financial management . . . . . .
155 Information technology management ... ...
15.6  Rental paymentsfor spaceandland .......
15.7 Information on grants to State and local
governments . ...,
158 Information on motor vehicles ...........

XViii

51 Basic justification materials

52 Information on financial management

53 Information technology

54 Rental payments for space and land

55 Information on energy use, costs, and
efficiency

58 Additional information due with the initial
submission

100 Additional information required after
passback

(51.1)
(51.2-51.9)

(51.10)

(52.1-52.2)
(53.1)

(100.1)
(100.2)
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Former section New section

15.9 Information on receipts estimates ......... (58.1)
15.10 Information on Inspectors General for

Designated Federal Entities. .. ........... (58.2)
15.11  Justification of unobligated balancesin

liquidatingaccounts . .................. (58.3)
15.12 Informationonenergy costs . ............ (55.1-55.2)
15.13 Information on relocation expenses . .. ... .. (100.3)

20 Introduction to computer materials 79 Thebudget data system

21

MAX schedules on budget authority, outlays,
limitations, and receipts (MAX schedules A, K, R, and
S)

81 Poalicy and basdline estimates of budget
authority, outlays, and receipts (MAX

schedules A, S, R, and K)

23

Basdline estimates (MAX schedules S, K, and Y):

80
81

Development of baseline estimates
Policy and basdline estimates of budget
authority, outlays and receipts

100 Additional information required after
passback

231  General instructions ................... (8L.1)

23.2 Development of basdineestimates ... .. ... (80.1-80.5)

23.3 Submissionof data .................... (80.6-80.7, 81.1, 81.3, 100.5)
25 Character classification (MAX schedulesC, K, andR) 84 Character classification (MAX schedule C)
30 Explanation of print materials 95 Explanation of print materials
31 Appropriations language 96 Appropriations language
32 Program and financing schedules (MAX schedule P) 82 Program and financing (MAX schedule P)
33 Federal credit data (MAX schedules G, H, U, and Y) 85 Federal credit
34 Narrative statements on program and performance 97 Narrative statements, footnotes, and tables
35 Object classification (MAX schedule O) 83 Object classification (MAX schedule O)
36 Special schedules 86 Other MAX data
40 Data on financial management activities 52 Information on financial management
42 Data on information technology 53 Information technology
45 Information on drug control programs 56 Drug control programs
47 Information on violent crime control programs 57 Violent crime control programs

61

Amending requests after transmittal of the Budget
(supplementals and amendments) and releasing
contingent emergency funding:

61.1  General policies
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61.3 Materialsrequired .. ........... ... .....
61.4  DatatobefurnishedtoCongress..........

Appendix A: Scorekeeping guideines

(110.2, 111.1)
(110.3. 111.2)
(110.4)

Appendix A: Scorekeeping guidelines

Appendix B: Scoring lease-purchases and leases of capital
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Appendix B: Scoring lease-purchases and leases
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Appendix C: Listing of OMB agency/bureau and Treasury
codes

Appendix C: Listing of OMB agency/bureau and
Treasury codes

Appendix D: Explanation of MAX edit checks

Appendix D: Explanation of MAX edit checks

Appendix E: Diagnostic reports and MAX crosswalks

Appendix E: Diaghostic reports and MAX
crosswalks

Part 2 — Preparation and Submission of Strategic Plans and
Annual Performance Plans

Part 2 — Preparation and Submission of Strategic
Plans, Annual Performance Plans, and Annual
Program Performance Reports

Part 3 — Planning, Budgeting, and Acquisition of Capital
Assets

Part 3 — Planning, Budgeting, and Acquisition of
Capital Assets

XX
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SUMMARY OF CHANGES

Note: Vertical revison bars"[" are used in the margin of the Circular to highlight new requirements and
significant changes.

Section No. Change

27.1 Sets September 13" as the due date for agencies’ initial budget submissions.

31.8 Reminds agencies to offset resource requirements with savings generated from privatization of
commercial activities and to justify commercial support services provided to State and local
governments.

33.25 Adds a requirements for information on high priority national security issues consistent with
detailed reporting instructions OMB issued separately.

51.7 Requires agencies to identify the major linkages between the annual performance plan, the budget
reguest, and the capital plan.

- Drops the requirement to update workforce streamlining plans (old section 15.2).

52.3 Provides an eectronic version of exhibit 52, “ Report on Resources for Financial Management
Activities” on the internet and permits agencies to submit the information electronically, using e-
mail.

53.3 Changes the due date for the report on information technology to before the MAX database locks.
Provides an eectronic version of exhibit 53, “ Report on Information Technology” (formerly
exhibit 42) on theinternet and permits agencies to submit the information electronically, using e-
mail.

534 Separates the “all other” reporting category into the following subcategories:

»  Significant, non-major systems.
* Non-significant systems.

54.4 Drops the requirement to report information on rental payments for space and land for BY +2.

54.4,83.11  Clarifiesthat only accounts that make rental payments directly to GSA’s Federal Buildings Fund
will report under object class 23.1.

55.1-55.2 Advises agencies that OMB will issue separate guidance with detailed reporting instructions for:

* Theannual agency energy report to the President required by Executive Order No.
13123;

* Alternative-fueled vehicles requirements of the Energy Policy Act of 1992; and

»  Other information on energy costs and improvements in energy efficiency required by
OMB and the Federal Energy Management Program (Department of Energy).
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58.4

81.2

81.3

81.4

82.4

82.19

85.3

85.7

86.2

86.5

86.6

Advises agencies that OMB will issue separate guidance requiring financial information related
to the 2002 Winter Olympics in Salt Lake City.

Allows agencies to use MAX’ s automatic outlay generation feature to calculate mandatory
outlays.

Requires GRH program information; sequestrable/exempt splits; and pay/non-pay splits for
basdline estimates for budget authority and outlays (MAX schedule S) through BY +9.

Requires out-year budget authority and outlays to be reported at the same level of detail as in-year
budget authority and outlays but no longer requires outlays to be classified according to whether
they are current or permanent.

Classifies budget authority according to whether it is discretionary or mandatory, rather than
current or permanent.

Advises agencies that much of theinitial prior year data that will appear in the program and
financing schedule (MAX schedule P) will be imported electronically from Treasury’s Federal
Agencies Centralized Trial-Balance System Il (FACTS11).

Requires agencies to report budget authority for direct and indirect costs related to research and
development performed by colleges and universities.

Requires agencies to report the allocation of research funds by:

» Scientific research performed at congressional direction;
»  Scientific research performed at agency discretion; and
* Merit-reviewed scientific research with peer evaluation and competitive selection.

Drops the requirement to report on technology transfer efforts (old section 25.4).

For loans made, guaranteed, or modified in FY 2001 and thereafter and reestimates, the cash
flow estimated for each year (or other time period) is discounted using the interest rate on a
marketable zero-coupon Treasury security with the same maturity from the date of disbursement
asthat cash flow.

Clarifies the distinction between expenses that may be deducted from the proceeds of asset sales
and expenses that are administrative expenses.

Revises the statement of operations (MAX schedule E) to permit agencies and Government-
sponsored enterprises to report comprehensive income.

Updates net position entries on the balance sheet (MAX schedule F), consistent with OMB
Bulletin 97-01, Form and Content of Agency Financial Statements.

Reflects use of the FACTS Il system in reporting on budget execution information (MAX
schedule Z).

Provides for the automatic generation of the status of funds schedule (MAX schedule J) but
allows agencies to enter additional detail on cash income and outgo.

Drops the schedule on the status of contingent emergency funding (old section 36.9).

XXii
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100.4 Adds a requirement to report on official international travel during the past year.
220.18 Requires agencies to indicate the changes between their final annual performance plan and their

revised final annual performance plan.

Requires agencies to prepare, and have available for reference at the agency, a copy of their
revised final annual performance plan.

221.2 Requires agencies to include at |east three years of performance information in their annual
performance plan:

* Actual performance for FY 1999;
e Estimated performance of FY 2000; and
*  Projected performance for FY 2001.

Encourages agencies to include actual performance information for fiscal years 1998, 1997, and
1996 in their annual performance plans.

230 Requires agencies to prepare an annual program performance report.

231 Specifies when the annual program performance report must be prepared and who receives the
report.

232 Specifies the contents of the annual program performance report.

233 Allows agencies to combine a program performance report with an annual performance plan or

with an annual accountability report.
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SECTION 10 - OVERVIEW OF THE BUDGET PROCESS

Table of Contents

10.1  What isthe budget?

10.2  Why prepare a budget?

10.3  What kinds of information does the budget provide?

10.4  What agencies does the budget cover?

10.5 What happens during the Federal budget process and when?

10.1 What isthe budget?

Inthis Circular, thetermbudget means the President’ s budget — The Budget of the United States Gover nment
It consists of several volumesthat set forth the President’ sfinancial proposal with recommended prioritiesfor
allocating resources. The main Budget volume contains the President’s budget message and other broad
statementsof policy. TheAppendix contains detailed information by agency, bureau or program group, budget
accounts, programs, and activities. Other volumes, such as Analytical Perspectivesand Historical Data,
provide different views of the budget. Most of the information contained in the budget is, or is based on,
information you submit for your agency and programs in response to this Circular.

Theterm budget can mean other things in other contexts. Somerefer collectively to the budget resolution and
revenue and spending bills that Congress passes, which we describe below, as the “ congressional budget.”
Ultimately, Congress and the President enact many laws that control the Government’ s revenue and spending,
which we sometimes refer to collectively as the budget, as in “ executing the budget.”

This section provides a broad overview of the budget process. Y ou can read more about the budget process
in a chapter of the Analytical Perspectivesvolume of the most recent budget, “ Budget System and Concepts
and Glossary,” which is also available as a separate pamphlet. You can order budget documents, including
thepamphlet, fromthe Government Printing Office, or you can view or download them at thefollowing Internet
address:

WW\W.aCCess.gpo.gov/usbudget
10.2 Why prepare a budget?
A law requires the President to submit a budget (see section 15.2). The President formally transmits his
financial proposals to Congress through the budget. Congress considers the recommendations and uses the
information included inthe budget asit drafts and passes laws that affect spending and revenue. Through this
process the Government decides how much money to spend, what to spend it on, and how to raise the money
it has decided to spend.
10.3 What kinds of information does the budget provide?
Thebudget focuses primarily on the budget year — the upcoming fiscal year for which Congress needsto make

appropriations. However, it includes data on and may propose changes for the current year. It also covers at
least the four years following the budget year (outyears) in order to reflect the effect of budget decisions over
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thelonger term and includes data on the most recently completed fiscal year to permit comparisons of budget
estimates to actual accounting data.

The budget provides actual data or estimates (in millions or billions of dollars, depending on the context) for
the following:

C The amount that each agency may obligate the Government to pay (budget authority) and to
actually pay (outlays) by account and for the agency in total.

C The amount of receipts each agency collects from various sources.

C Budget authority, outlays, and receipts by major function of Government (such as national
defense). (This is why we assign each budget account a functional classification code or
codes.)

C Total budget authority, outlays, and receipts for the Government.

C The amount of a surplus (when receipts exceed outlays) or a deficit (when outlays exceed
receipts).

Thebudget dividesthe Government totalsfor budget authority, outlays, and rece ptsinto “ on-budget” amounts
and “ off-budget” amounts. The off-budget amountsincludethetransactions of the Social Security trust funds
and the Postal Service, which are excluded from the budget totals by laws.

Thebudget arrays datain many different ways. For example, apart of the budget discusses current operating
expenditures versus capital investment. Also, while the budget focuses primarily on dollars, it also includes
data on other resources, such as Federal employment levels.

10.4 What agencies does the budget cover ?

The budget covers the agencies of all three branches of government — Executive, Legisative, and Judicial —
and provides information on Government-sponsored enterprises. In accordance with law or established
practice, OMB includes information on agencies of the Legislative Branch, the Judicial Branch, and certain
Executive Branch agencies as submitted by those agencies without change. By longstanding practice, the
budget presents information for the Board of Governors of the Federal Reserve System, but doesn’t include
amountsfor the Board in the budget totals, eventhough it is a Government agency, because of the independent
status of the System. The budget includes information about the Government-sponsored enterprises, such as
the Federal National M ortgage Association (FannieMae), but doesn’ tincludetheminthebudget totalsbecause
they areprivately owned. (Section 25 discussestheapplicability of Part 1 of this Circular to various agencies.)

10.5 What happens during the Federal budget process and when?
The budget process occurs in three main phases:
C Formulation. During this phase, the Executive Branch prepares the President’s budget.

OMB and the Federal agencies begin preparing the next budget aimost as soon as the
President has sent the last oneto Congress. OMB normally starts the process officially by
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sending planning guidance to Executive Branch agencies sometime in the Spring. The
President completes this phase by sending the budget to Congress, normally on the first
Monday in February, as specified in law, although occasionally Presidents have sent it later
for various reasons.

Congressional. This phase startsin late January or February, about the time the Congress
receives the President’ s budget. Congress doesn’t vote on the President’ s budget itsdlf, and
it doesn't enact a budget of its own, as such. It considers the President’s budget proposals,
passes an overall revenue and spending plan called a “budget resolution,” and enacts
appropriations acts and other laws that control spending and receipts.

Execution. Thisphaselastsfor afiscal year. It pertainsto funds appropriated for that fiscal
year, to balances of appropriations made in prior years that remain available for obligation,
and to outlays from obligated balances carried over fromthe previousyear. At thebeginning
of the fiscal year, and at such other times as necessary, OMB apportions funds — that is,
specifies the amount of funds that an agency may use by time period, program, project, or
activity —to Executive Branch agencies. Throughout theyear, agencies hirepeople, enter into
contracts, enter into grant agreements, etc. in order to carry out their programs, projects, and
activities. These actions use up the available funds by obligating the Federal government to
make outlays, immediately or in the future. See OMB Circular No. A-34, *Instructions on
Budget Execution,” for more information on this phase of the budget process. Circular No.
A-34 isavailable at the following web site:

www.whitehouse.gov/OM B/circulars/a034/toc97.html

Thefollowing tables highlight themajor eventsin each of the phases of the budget process. Thesetables show
the planned timing or, when applicable, thetiming specifiedinlaw. Theactual timing may vary fromthis. For
example, Congress frequently does not enact all appropriations acts by the start of the fiscal year, and on
several occasions a President has submitted the budget later than specified for various reasons, including late
enacted appropriationsfor the previousfiscal year. Notethat budget cycles overlap, so we must begin the next
cycle before completing the last one.

MAJOR STEPSIN THE FORMULATION PHASE

What happens? When?

OMB issues Spring planning guidance to Executive Branch agencies for the upcoming Spring
budget. The OMB Director issues a letter to the head of each agency providing policy

guidance for the agency’ s budget request. Absent more specific guidance, the outyear

estimates included in the previous budget serve as a starting point for the next budget. This

begins the process of formulating the budget the President will submit the following February.

OMB and the Executive Branch agencies discuss budget issues and options. OMB works Spring and
with the agencies to: Summer

C | dentify major issues for the upcoming budget;

C Develop and analyze options for the upcoming fall review; and

C Plan for the analysis of issues that will need decisions in the future.

OMB Circular No. A-11 (1999) 3



SECTION 10 - OVERVIEW OF THE BUDGET PROCESS

What happens? When?
OMB issues Circular No. A-11 to all Federal agencies. This Circular provides detailed Late June
instructions to the agencies for submitting budget data and materials.
Executive Branch agencies (except those not subject to Executive Branch review) make initial  September 13
budget submissions. See section 25.1 and 27.1.
Fiscal year begins. Thejust completed budget cycle focused on this fiscal year. It wasthe October 1
“budget year” in that cycle and is the “current year” in this cycle.
OMB conductsits Fall review. The OMB staff analyzes agency budget proposalsin the light October —
of presidential priorities, program performance, and budget constraints. They raiseissuesand  November
present options to the Director and other OMB policy officials for their decisions.
OMB briefs the President and senior advisors on proposed budget policies. The OMB L ate November
Director recommends a complete set of budget proposals to the President after OMB has
reviewed all agency requests and considered overall budget policies.
“Passback.” OMB usually informs all Executive Branch agencies at the sametime about the  Late November
decisions on their budget requests.
All agencies enter MAX computer data and submit print materials and additional data. This  Late November
process begins immediately after passback and continues until OMB must “lock” agenciesout  to early
of the database in order to meet the printing deadline. See section 27.1. January*
Executive Branch agencies may appeal to OMB and the President. An agency head may ask ~ December *
OMB to reverse or modify certain decisions. In most cases, OMB and the agency head resolve
such issues and, if not, work together to present them to the President for a decision.
Agencies prepare and OMB reviews congressional budget justification materials. Agencies January

prepare the budget justification materials they need to explain their budget requests to the
responsible congressional subcommittees.

President transmits the 2001 budget to Congress.

First Monday in

February

tomB provides specific deadlines for this activity.
MAJOR STEPSIN THE CONGRESSIONAL PHASE
What happens? When?

Congressional Budget Office reports to Budget Committees on the economic and budget February 15
outlook. Among other things, CBO reestimates the President’ s budget based on its own
economic and technical assumptions.
Other committees submit “ views and estimates’ to House and Senate Budget Committees. Within 6 weeks
Committees indicate their preferences regarding budgetary matters for which they are of budget
responsible transmittal
Congress completes action on the concurrent resolution on the budget. Congress commits April 15

itself to broad spending and revenue levels by passing a budget resolution

4 OMB Circular No. A-11 (1999)



SECTION 10 -- OVERVIEW OF THE BUDGET PROCESS

What happens? When?

Congress needs to compl ete action on appropriations bill for the upcoming fiscal year. September 30
Congress completes action on regular appropriations bills or provides a “continuing
resolution” (a stop-gap appropriation law).

MAJOR STEPSIN THE EXECUTION PHASE

What happens? When?

Fiscal year begins. October 1

OMB apportions funds made available in the budget process. Agencies submit apportionment  September 10
reguests to OMB for each budget account, and OMB approves or modifies the apportionment,  (or within 30

which specifies the amount of funds agencies may use by time period, program, project, or days after
activity. approval of a
spending bill)

Agenciesincur obligations and make outlays to carry out the funded programs, projects, and  Throughout the
activities. Agencies hire people, enter into contracts, enter into grant agreements, etc. in fiscal year
order to carry out their programs, projects, and activities.

Fiscal year ends. September 30
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SECTION 15 -- BASIC BUDGET LAWS

Table of Contents

15.1  What laws regulate the budget process?

15.2  Why isthe Budget and Accounting Act important?

15.3  What does the Budget Enforcement Act of 1990 enforce?

15.4  What does the Government Performance and Results Act of 1993 require?
155 What do | need to know about the Federal Credit Reform Act of 1990?
15.6  What other laws should | know about?

15.1 What laws regulate the budget process?

This Circular’ s requirements stem mainly from these four laws, which we summarize in separate subsections
below:

Budget and Accounting Act,

Budget Enforcement Act,

Government Performance and Results Act, and
Federal Credit Reform Act.

O0O00

In addition, section 15.6 describes other laws that play an important part in the budget process.
15.2 Why isthe Budget and Accounting Act important?

Beforethislaw, Government agencies usually sent budget requestsindependently to congressional committees
with no coordination of the various requests. The Budget and Accounting Act required the President to
coordinate the budget requests for all Government agencies and to send a comprehensive budget to Congress.
It created the Bureau of the Budget, now the Office of Management and Budget, to help the President
implement these requirements. It also required the President to include certain information in the budget.
Congress has amended the requirements many times since 1921 and has codified them as Chapter 11, Title 31,
U.S. Code. These are some of the requirements:

C “On or after thefirst Monday in January but not later than the first Monday in February of
each year, the President shall submit a budget of the United States Government for the
following fiscal year.”

C “ Each budget shall include a budget message and summary and supporting information. The
President shall include in each budget the following....” The provision goes on to list about
thirty items, such as expenditures and receipts for the past year through the fourth year
following the budget year, information on debt, financial information, and information on
employment levels.

C “Under regulations prescribed by the President, each agency shall provide information

required by the President in carrying out this chapter. The President has access to, and may
inspect, records of an agency to obtain information.”
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C “ Estimated expenditures and proposed appropriations for the legislative branch and the
judicial branch...shall be submitted to the President before October 16 of each year and
included in the budget by the President without change.”

15.3 What does the Budget Enforcement Act of 1990 enfor ce?

First enacted in 1990, Congress and the President designed the Budget Enforcement Act (BEA) to enforce
the budget levels they agreed to for the fiscal years 1991 through 1995. The Act was extended in 1993 and
1997 to reflect budget agreements in those years. The current version of the Act applies to any law enacted
through 2002 that would increase spending or decrease receipts. It applies to appropriations acts and other
laws, so it affects almost every aspect of budgeting.

The BEA significantly amended existing laws pertaining to the budget process, including the Congressional
Budget Act of 1974, the Balanced Budget and Emergency Deficit Control Act of 1985, and Chapter 11, Title
31, U.S. Code. Most of theBEA’ senforcement provisionsareincludedin the Balanced Budget and Emergency
Deficit Control Act of 1985 (described in section 15.6).

The BEA divides spending into two types:

. Discretionary spending, which means the budget authority controlled by annual
appropriations acts and the outlays that result from the budget authority, and

. Mandatory spending, which means budget authority and outlays resulting from permanent
laws.

The BEA applies one set of rules to discretionary spending and another to mandatory spending and receipts.
It includes receipts under the same rules that apply to mandatory spending, because receipts are generally
controlled by permanent laws. Section 20.9 explains these rules and BEA reporting requirements in detail.

15.4 What doesthe Government Perfor mance and Results Act of 1993 require?

This law emphasizes managing for results — emphasizing what a program accomplishes and how well the
accomplishments match with the program'’ s purpose and objectives. It requires agenciesto prepare strategic
plans, annual performance plans, and annual performance reports. Part 2 of this Circular addresses the
requirements of this law.

15.5 What do | need to know about the Federal Credit Reform Act of 1990?

This law governs Federal credit programs — ones that make direct loans and loan guarantees. The Act
prescribes a special budget treatment for direct loans and loan guarantees that measures their subsidy cost,
rather than their cash flows. For most credit programs, Congress must provide budget authority equal to the
subsidy cost in annual appropriations acts before the program can make direct loans or loan guarantees.
Section 85 of this Circular addresses therequirements of thislaw, whichwas enacted as an amendment of Title
V of the Congressional Budget Act of 1974.
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15.6 What other laws should | know about?

Although they don’t directly affect the requirements of this Circular, these basic laws regulate the budget
process in important ways:

C

U.S Constitution. Two provisions of theU.S. Constitution provide the underpinning for the
budget process. Articlel, section 8, clause 1 empowersthe Congressto collect taxes. Article
1, section 9, clause 7 requires appropriations in law before money may be spent from the
Treasury. The term appropriation applies broadly to any law that permits a Government
employee to spend money, not just the regular annual appropriations hills.

Congressional Budget Act of 1974 (Public Law 93-344), asamended. Thislaw governsthe
congressional budget process. It defines some key budget terms, such as budget authority,
that areused in all phases of the budget process. It established the House and Senate Budget
Committees and the Congressional Budget Office (CBO).

Balanced Budget and Emergency Deficit Control Act of 1985 (Public Law 99-177), as
amended. Thislaw prescribes rules and procedures (including “ sequestration”) designed to
constrain spending and receipts legislation. When originally enacted, the Act was commonly
known asthe Gramm-Rudman-Hollings Act. TheBudget Enforcement Act (BEA) (described
above) significantly amended this act, and many peoplerefer to its requirements as the BEA
reguirements.

Chapters 13 and 15, Title 31, United States Code. These chapters prescribe rules and
proceduresfor budget execution. Many of the specific provisions were previously enacted as
section 3679 of the Revised Statutes, also known asthe® Antideficiency Act.” OMB Circular
No. A-34, “Instructions on Budget Execution,” addresses the requirements of this law.

Impoundment Control Act of 1974 (Public Law93-344), asamended. Containedinthesame
act as the Congressional Budget Act, this law prescribes rules and procedures under which
the President may withhold appropriated amounts from obligation. Circular No. A-34
addresses the requirements of this law. Circular No. A-11's requirements related to
rescissions (cancedlations) and deferrals of budget authority stem from this law.
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20.1
20.2
20.3
20.4

20.5
20.6
20.7
20.8
20.9

20.10 What do | need to know about refunds?
20.11 What do | need to know about fund types and associated accounts?
20.12 How do | record investment in securities and disinvestment?

Table of Contents

What is the purpose of this section?

How do | usethis section?

What special terms must | know?

What do | need to know about budget authority?

(a8 Definition of budget authority

(b) Forms of budget authority

(c) Determining the period of availability of budget authority
(d) Determining the amount of budget authority

(e) Discretionary or mandatory budget authority

(f) Unobligated balance of budget authority

(g) Baance of unpaid obligations and obligated balances

(h) Reappropriation

(i) Rescission

() Transfer

(k) Transfer in the estimates

() Allocation

What do I need to know about obligations?

What do | need to know about outlays?

What do I need to know about collections (receipts and other collections)?
What do | need to know about cash-equivalent transactions?
What do I need to know about discretionary spending, mandatory spending, and PAY GO?

20.1 What isthe purpose of this section?

In this section we define budget terms — such as budget authority, obligation, and outlay — that you need to
know in order to understand the budget processandthiscircular. Wealso explain certain of thetermsin depth.

20.2 How do | usethis section?

Go to the next section (section 20.3) if you just need a brief definition of aterm commonly used in the
budget process. That section lists the terms in alphabetical order.

Go to sections 20.4 - 20.11 if you need a fuller explanation of the terms and concepts listed in the
section titles of the Table of Contents above.

Goto section 20.12 if you need to know about investing fund balances in Treasury securities or other
Ssecurities.
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* Goto section 85, Federal Credit, if you need to know more about the credit terms defined in section
20.3.

20.3 What special termsmust | know?

Agency means a department or establishment of the Government for the purposes of this Circular.
(cf., bureau)

Allowance means a lump-sum included in the budget to represent certain transactions that are expected to
increase or decrease budget authority, outlays, or receipts but that are not, for various reasons, reflected inthe
program details. For example, the budget might include an allowance to show the effect on the budget totals
of aproposal that would affect many accounts by ratively small amounts, in order to avoid unnecessary detail
in the presentations for the individual accounts. The President doesn't propose that Congress enact an
allowanceas such, but rather that it modify specific legislative measures as necessary to producetheincreases
or decreases represented by the allowance.

Appropriated entitlement — See entitlement authority.

Appropriation meansa provision of law (not necessarily in an appropriations act) authorizing theexpenditure
of fundsfor agiven purpose. Usually, but not always, an appropriation provides budget authority (see section
20.4).

BEA means the Budget Enforcement Act of 1990, as amended. (See section 15.3.)
Borrowing authority refers to a type of budget authority. (See section 20.4.)

Budget means the Budget of the United States Government, which sets forth the President's comprehensive
financial plan and indicates the President's priorities for the Federal Government. (See section 10.1.)

Budget account meansareceipt account or an expenditureaccount established intheMAX database. Budget
expenditure accounts are based on appropriations and fund accounts established by the Treasury Department
to account for the budget authority provided by Congress for a particular purpose or under a particular
appropriation title. Where Congress provides budget authority for different periods of availability — annual,
multi-year, or no-year (see section 20.4(c)) — for the same purpose or under the same appropriation title,
Treasury establishes separate accounts for each given period of availability (except for amounts with no-year
availability). Theaccounts have common account titles and identification codes, except for a codeto indicate
the period of availability. For example, if appropriations acts for fiscal years 1998, 1999, and 2000 each
provided budget authority with annual availability under thesametitle, Treasury would establishthreeseparate
accounts; and if the appropriations acts also each provided budget authority with two-year availability under
the same title, Treasury would establish three more separate accounts. Budget expenditure accounts (also
commonly referred to as appropriations and fund accounts) aggregate the data in the separate Treasury
accounts for period of availability without distinction. Also, in some cases, the budget further consolidates
Treasury accounts for different purposes or appropriation titlesinto a single budget account for presentation.
(Seesections 71.1, 71.7, and 71.8.)
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Budget authority (BA) means the authority provided by law to incur financial obligations that will result in
outlays. Specific forms of budget authority include appropriations, borrowing authority, contract authority,
and spending authority from offsetting collections. (See section 20.4.)

Budgetary resource means an amount availableto enter into obligationsin agiven year. Theterm comprises
new budget authority for that year and unobligated balances of budget authority provided in previous years.

Budget totals means the totals included in the budget for budget authority, outlays, and receipts. Some
presentations in the budget distinguish on-budget totals from off-budget totals. On-budget totals reflect the
transactions of all Federal Government entities, except those excluded from the budget totals by law. Off-
budget totals reflect thetransactions of Government entities that laws excludefrom the on-budget totals (those
of the Social Security trust funds and the Postal Service). The budget presents combined on- and off-budget
totalsto derivetotalsfor Federal activity, sometimes called the unified budget totals. For example, seetheend
of the chapter “ Federal Programs by Agency and Account” in the Analytical Per spectivesvolume of the most
recent budget.

Bureau means the principal subordinate organizational units of an agency.

Cap meansthelegal limitsfor eachfiscal year onthebudget authority or outlaysfor acategory of discretionary
spending. (Seesection 20.9.)

Cash equivalent transaction means a transaction in which the Government makes outlays or receives
collectionsin aform other than cash or the cash does not accurately measure the cost of thetransaction. (See
section 20.8.)

Collection means money collected by the Government that the budget records as either a governmental receipt
or an offsetting collection. (See section 20.7.)

Contract authority refers to a type of budget authority (see section 20.4.)

Cost means the cash value of the resources allocated to a particular program. When used in connection with
Federal credit programs, theterm meansthe estimated |ong-term cost to the Government of adirect loan or loan
guarantee, calculated on anet present valuebasis, excluding administrative costs and any incidental effectson
governmental receipts or outlays. (See section 85.)

Credit program account means an account into which an appropriation for the cost of a direct loan or loan
guarantee programis madeand from which such cost is disbursed to afinancing account for theprogram. (See
section 85.)

Deficit means the amount by which outlays exceed receiptsin afiscal year. 1t may refer to the on-budget, off-
budget, or unified budget deficit. (See budget totals.)

Deferral means any executive branch action or inaction that withholds, delays, or effectively precludes the

obligation or expenditure of budgetary resources. The President proposes deferrals to Congress by special
message. They are not identified separately in the budget. (See section 112.1.)
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Deposit fund means an account established to record amounts held temporarily by the Government until
ownership is determined (e.g., earnest money paid by bidders for mineral leases) or held by the Government
asan agent for others (e.g., Stateand local income taxes withheld from Federal employees' salaries and not yet
paid to the State or local government). Deposit fund transactions are excluded from the budget totals because
thefunds are not owned by the Government. Sinceincreases in deposit fund balances reduce Treasury's need
to borrow, they are a means of financing a deficit or a surplus.

Direct |oan means a disbursement of funds by the Government to anon-Federal borrower under acontract that
requires the repayment of such funds with or without interest. The term also includes certain other kinds of
transactions that extend credit. (See section 85.) (cf., loan guarantee.)

Direct spending — See mandatory spending.

Discretionary spending means budgetary resources (except those provided to fund direct spending programs)
provided in appropriations acts. (See section 20.9.) (cf., mandatory spending.)

Emergency appropriation means an appropriation that the President and the Congress have designated as an
emergency requirement under the BEA. (See section 20.9.)

Entitlement authority meanstheauthority to make payments (including loansand grants), thebudget authority
for which is not provided in advance by appropriations acts, to any person or government if, under the
provisionsof thelaw containing that authority, the United Statesis obligated to make such paymentsto persons
or governments who meet the requirements established by that law. Examples of entitlement authority include
benefit payments for Social Security, medicare, and unemployment insurance. For the purposes of the
congressional budget process, the Congressional Budget Act expressly includesthefood stamp program under
thedefinition of entitlement authority, eventhough the budget authority for thisprogramis provided in advance
by appropriations acts. The Budget Enforcement Act includes entitlement authority in its definition of
mandatory spending (see below and section 20.9). The BEA also defines certain programs as entitlement
authority, even though the budget authority for those programs is provided by appropriations acts. The BEA
refersto these as mandatory appropriations or appropriated entitlementsand defines them by referring to a
list in the conference report on the Balanced Budget Act of 1997, which included the most recent amendments
tothe BEA. For example, veterans compensation is listed as an appropriated entitlement.

Expenditure transfer — Seetransfers.

Federal fundsgroup refersto the moneys collected and spent by the Government through accounts other than
those designated as trust funds. The Federal funds group include general, special, public enterprise, and
intragovernmental funds. (See section 20.11.) (cf., trust funds.)

Financing account means the account that collects the cost payments from a credit program account and
includes other cash flowsto and from the Government resulting from direct |oan obligations or loan guarantee
commitments made on or after October 1, 1991. At least onefinancing account is associated with each credit
program account. For programs with direct and guaranteed loans, there are separate financing accounts for
direct loans and guaranteed loans. Thetransactions of thefinancing accounts, which areameans of financing,
arenot included in the budget totals. (See section 85.) (cf., liquidating account.)
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Fiscal year means the Government's accounting period. It begins on October 1 and ends on September 30,
and is designated by the calendar year in which it ends.

Full-timeequivalent (FTE) employment isthebasic measure of thelevels of employment used inthe budget.
It is the total number of hours worked (or to be worked) divided by the number of compensable hours
applicableto each fiscal year. (Seesection 32.1.)

Functional classification means the array of budget authority, outlays, and other budget data according to
themajor purpose served — for example, agriculture, national defense, and transportation. (Seesection 79.3.)

General fund means the accounts for receipts not earmarked by law for a specific purpose, the proceeds of
general borrowing, and the expenditure of these moneys.

Governmental receipt — Seereceipt, governmental.

Liquidating account means an account for a credit program that includes all cash flows to and from the
Government resulting from direct loan obligations and loan guarantee commitments made prior to October 1,
1991. Unlike financing accounts, these accounts are included in the budget totals. (See section 85.) (cf.,
financing account.)

Loan guarantee means any guarantee, insurance, or other pledge with respect to the payment of all or a part
of theprincipal or interest on any debt obligation of anon-Federal borrower to anon-Federal lender. Theterm
doesnot includetheinsuranceof deposits, shares, or other withdrawableaccountsinfinancial institutions. (See
section 85.) (cf., direct loan.)

Mandatory appropriation — See entitlement authority.
Mandatory spending means spending controlled by laws other than appropriation acts (including spending

for entitlement programs) and spending for the food stamp program. Although the BEA uses the term direct
spending to mean this, mandatory spending is commonly used instead. (Seesection 20.9.) (cf., discretionary

spending.)

Means of financing means borrowing, use of cash balances, and certain other transactions that are used to
financeadeficit or asurplus. By definition, the means of financing arenot treated as receipts or outlays. (See
section 20.7.)

I ntragovernmental fund — See revolving fund.

Non-expenditure transfer — Seetransfer.

Obligated balance means the cumulative amount of budget authority that has been obligated but not yet
outlayed. (See section 20.4(g).)

Obligation means a binding agreement that will result in outlays, immediately or in the future. Budgetary
resources must be available before obligations can beincurred legally. (See section 20.5.)

Off-budget — See budget totals.
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Offsetting collection means a collection from the public that results from a business-type or market-oriented
activity or a collection from another Government account. Offsetting collections are deducted from gross
budget authority and gross outlays in calculating budget authority and outlays, rather than counted in
governmental receipt totals. Some are credited directly to appropriation or fund accounts; others, called
offsetting receipts, are credited to rece pt accounts. Some laws require governmental receipts to betreated as
offsetting collections, and welabe them off setting governmental collectionsor offsetting governmental receipts.
The authority to spend offsetting collections is a form of budget authority. (See sections 20.4(b) and 20.7.)
(cf., receipts, governmental.)

On-budget — See budget totals.

Outlay meansapayment to liquidatean obligation (other than the repayment of debt). Outlaysarethemeasure
of Government spending. Except where outlay figures are labeled as gross, they are stated net of any related
refunds and offsetting collections. Outlays generally areequal to cash disbursements but also arerecorded for
cash-equivalent transactions, such asthe subsidy cost of direct |oans and |oan guarantees, and interest accrued
on public issues of the public debt. (See section 20.6.)

Outyear estimates means estimates for each of the nine years beyond the budget year of budget authority,
outlays, receipts and other items (such as debt). In many cases, the budget displays only four years beyond
the budget year, although nine are included in the database.

Pay-as-you-go (PAYGO) means the requirements in the BEA that result in a sequester if the estimated
combined result of legislation affecting mandatory spending and receipts is a net cost for afiscal year. (See
section 20.9.)

Public enterprise fund — Seerevolving fund.

Reappropriation meansan extensioninlaw of theavailability of unobligated balances of budget authority that
have expired or would otherwiseexpire. A reappropriation counts as budget authority intheyear inwhichthe
balance becomes newly available for obligation. (See section 20.4(h).)

Receipt, governmental means a collection that result from the Government's exercise of its sovereign power
to tax or otherwise compe payment and gifts of money to the Government. Governmental receipts are
compared to outlays in calculating a surplus or deficit. (Seesection 20.7.) (cf., offsetting collection.)
Receipt, offsetting — See offsetting collection

Receipt, offsetting governmental — See offsetting collection.

Refund means the return of excess payments to or by the Government. (See section 20.10.)

Reimbursable obligation means an obligation financed by offsetting collections credited to an expenditure
account in payment for goods and services provided by that account. (See section 20.5.)

Rescission means a legislative action that cancels new budget authority or the availability of unobligated
balances of budget authority prior tothetimetheauthority would otherwisehaveexpired. (Seesection 20.4(i).)
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Revolving fund means a fund that conducts continuing cycles of business-like activity, in which the fund
charges for the sale of products or services and uses the proceeds to finance its spending, usually without
requirement for annual appropriations. Therearetwotypesof revolving funds: Public enterprisefunds, which
conduct business-likeoperationsmainly with thepublic, andintragovernmental revolving funds, which conduct
business-like operations mainly within and between Government agencies. (See section 20.12.)

Scorekeeping means measuring the budget effects of legislation, generally in terms of budget authority,
receipts, and outlays for purposes of the BEA. (See section 20.9.)

Sequestration meansthecancdllation of budgetary resourcesprovided by discretionary appropriationsor direct
spending legislation, following procedures prescribed in the BEA. A sequestration may occur in response to
an appropriation that causes discretionary spending to exceed the discretionary spending caps set by the BEA
or in response to net costs resulting from the combined result of legislation affecting mandatory spending or
receipts (referred to as a "pay-as-you-go" sequestration). (See section 20.9.)

Special fund means a Federal fund account for receipts earmarked for specific purposes and for the
expenditure of thesereceipts. (See section 20.11.)

Spending authority from offsetting collections refers to a type of budget authority (see section 20.4.)
Subsidy means the same as cost when it is used in connection with Federal credit programs. (See section 85.)

Surplus means the amount by which rece pts exceed outlays in afiscal year. It may refer to the on-budget,
off-budget, or unified budget surplus. (See budget totals.)

Supplemental appropriation means an appropriation enacted subsequent to a regular annual appropriations
act, when the need for funds is too urgent to be postponed until the next regular annual appropriations act.

Transfer means to move budgetary resources from one budget account to another. Depending on the
circumstances, the budget may record atransfer as an expenditure transfer, which means onethat involves an
outlay, or asanonexpendituretransfer, which means onethat doesn’t involve an outlay. (Seesection 20.4(j).)

Transfer in the estimates means a proposal to stop funding an activity under one budget account and begin
funding it under another account. A transfer inthe estimates doesn’t involveatransfer of budgetary resources
between the accounts. (See section 20.4(k).)

Trust fund refersto a type of account, designated by law as a trust fund, for receipts earmarked for specific
purposes and for the expenditure of these receipts. Some revolving funds are designated as trust funds, and
these are called trust revolving funds. (See section 20.11.) (cf., special funds and revolving funds)

Trust funds group refers to the moneys collected and spent by the Government through trust fund accounts.
(See section 20.11.) (cf., Federal funds group.)

Unobligated balance means the cumulative amount of budget authority that is not obligated and that remains
available for obligation under law.
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User fee means a feg, charge, or assessment levied on those directly benefiting from, or subject to regulation
by, a government program or activity, to be utilized solely to support the program or activity. (See section
20.7))

20.4 What do | need to know about budget authority?
(a) Definition of budget authority.

Budget authority (BA) means the authority provided by law to incur financial obligations that will result in
outlays. This definition is the same as the one contained in section 3(2) of the Congressional Budget and
Impoundment Control Act of 1974, which Congress uses in the congressional budget process. Y ou violatethe
law if you enter into contracts, issue purchase orders, hire employees, or otherwise obligate the Government
to make a payment before alaw has provided budget authority for that purpose.

(b) Forms of budget authority.

Most laws provide budget authority in the form of appropriations, but some laws provide budget authority in
the form of contract authority, authority to borrow, or spending authority from offsetting collections. The
following tablesummarizesthecharacteristics of each formof budget authority, and thetext following thetable
discusses them in more depth.

FORMS OF BUDGET AUTHORITY

Form of budget authority Summary of Characteristics

Appropriation » Authorizes obligations and outlays using general

funds, special funds, or trust funds.

»  Provided in appropriations acts and other laws.

* Includes the authority to use the sale of loan
assets with recourse.

* May authorize the use of cash-equivalent
payments.

* Not all appropriations provide budget authority.

Contract authority » Authorizes obligations but not outlays.

* Typically provided in authorizing laws and
requires a separate appropriation of liquidating
cash in appropriations acts.

*  Occasionally authorizes obligations in advance of
receiving offsetting collections.

Authority to borrow * Authorizes obligations and outlays to be financed
by borrowing, usually from Treasury.

» Typically provided in laws that authorize
business-like operations and require the
borrowing to be repaid, with interest, out of the
business proceeds.
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Form of budget authority Summary of Characteristics

Spending authority from offsetting collections. » Authorizes obligations and outlays using
offsetting collections credited to an expenditure
account (especially revolving funds).

* Typically provided in authorizing laws.

» Appropriations acts limit obligations in some
Ccases.

»  Obligations may be incurred against accounts
receivable and unpaid, unfilled orders from other
Federal accounts, but not from the public.

(1) Appropriations, as a type of budget authority, permit you to incur obligations and make outlays
(payments). Congress enacts appropriations in annual appropriations acts and other laws, as wdll.
An appropriation may make funds available from the general fund, special funds, or trust funds, or
it may authorize the spending of offsetting collections credited to expenditure accounts (including
revolving funds). Because of the special nature of spending authority from offsetting collections, we
discuss it below as a separate form of budget authority.

We treat the authority to use the proceeds from the sale of financial assets with recourse as an
appropriation. For example, theauthority to usethe proceeds fromthe sale of adirect loan, wherethe
Federal government guarantees repayment of principal and interest in the event of default, is an
appropriation. (The proceeds are not offsetting collections.)

A law that authorizes you to incur obligations and liquidate them through cash-equivalent payments
(see section 20.8) constitutes an appropriation of budget authority.

Some appropriations don't provide budget authority, because they don't provide authority to incur
obligations. Amountsappropriatedtoliquidatecontract authority, toliquidatedeficiencies, or torepay
debt providethe cash needed to liquidate obligations already incurred. Becausethey do not authorize
you to incur new obligations, they are not appropriations of budget authority, and you do not record
them as such. Although there are many variations in the language providing such appropriations,
usually theappropriation heading for such appropriationsincludesasubheading such as” (Liquidation
of Contract Authority),” and the language reads something like, “for payment of obligations....”

(2) Contract authority permitsyou toincur obligationsin advanceof an appropriation of the cashto make
outlaysto liquidatetheabligations. Typically, Congress provides contract authority in an authorizing
law, and requires you to seek a subsequent appropriation of theliquidating cash. Inafew cases, alaw
provides contract authority in order to allow you to incur obligations in anticipation of offsetting
collections. When you receive the collections, you use them to liquidate the obligations. Congress
provides contract authority as a matter of custom for some programs, such as highway programs and
airports and airways programs, but seldom uses this form of budget authority otherwise.

(3) Authority to borrow permitsyou to incur obligations and authorizesyou to borrow fundsto liquidate

the obligations. Usually, the law authorizing the borrowing specifies that you must borrow from the
Treasury, but inafew casesit authorizes borrowing directly fromthepublic. Laws usually authorize
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borrowing for business-like operations, such as the Tennessee Valley Authority, which generates and
sdlls dectrical power. Such laws require the program to repay the borrowing, with interest, out of
business proceeds.

(4) Spending authority from offsetting collections permits you to credit offsetting collections to an

expenditure account, to incur obligations, and to make outlays using the offsetting collections.

Inthesimplest case, you record gross budget authority (spending authority from offsetting collections)
equal to the cash collectionsfor the year and record the cash collections for the year as an offset to the
budget authority. Net budget authority equals zero in such cases.

In other cases, you must adjust spending authority from cash collectionsto yield the amount available
as budget authority. We describe these adjustments in section 82.4 (entries 6810 - 6885 and 6910 -
6985). Wediscuss two of them — adjustments for accounts receivable and unpaid, unfilled customer
orders from other Federal accounts; and amounts precluded from obligation — in more detail below,
because questions about them come up so often.

Changesin accountsreceivable and unpaid, unfilled customer ordersfromother Federal accounts.
Y ou need to adjust the spending authority from cash collectionsif theaccount isauthorized to perform
reimbursable work for another Federal account, and if you incur obligations against accounts
receivableand unpaid, unfilled orders—that is, beforereceiving thecash. Thelaw allowsyou toincur
such obligations as long as the paying account is a Federal account and an obligation is recorded
against resources available to the paying account. In these cases, you must add any net increasein
such amountsfor theyear to the spending authority from cash collections, or subtract any net decrease
in such amounts for the year from the spending authority from cash collections, to yield the gross
budget authority available to the account from offsetting collections. Y ou also add the same amount
to offsetting collections (cash) to yield the amount of the offset applied to gross budget authority in
calculating net budget authority (see section 82.7). (Note: You can't incur obligations against
collections you haven't actually received from non-Federal sources, unless a law specifically allows

it.)

Amounts precluded from obligation. If alaw precludes you from using some of the collections to
incur obligations, you need to reduce the spending authority from cash collections by the precluded
amount to determine the amount of budget authority that is available. For example, in some cases
Congressenactsaobligation limitationsinappropriationsactsthat limit theauthority to spend of fsetting
collections provided in authorizing laws. 1n other cases, the law authorizing the collection may itself
limit the amount of obligations you may incur, such as through a benefit formula. The budget
presentsthe unavailableamountsin an unavailable collections schedul e (see section 86.7). Yourecord
budget authority in the year when the collections become available for obligation under thelaw. As
ageneral rule, you must record obligations first against budget authority from collectionsin that year
and against budget authority from previously unavailable balances only to the extent that budget
authority from collections in that year are not adequate to cover obligations. Y ou always deduct the
full amount of offsetting collections (cash) in the year you collect them, even where alaw precludes
you from obligating all or a portion of the collections in that year. For this reason, an account can
have negative net budget authority.
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Thefollowing illustrates the effect of offsetting collections on budget authority, gross and net, for an
account:

APPIOPIIALION. ...ttt 75
Spending authority from offsetting collections:

Offsetting collections
(0= 1S 0 ) TR U VR PPN 27

From Federal sources: Change in receivables and unpaid,
UNFIHTE OFAENS. ... 2

Portion not available for obligation (limitation on

ODlIGALTIONS).....ee et -4
Spending authority from offsetting collections (total).......... 25
Total new budget authority (gross)......cccceeeeveeeriennns 100
Offsetting collections (cash) credited to the account in that
LS 2 OO PP T PTPPPROPPPRN -27
From Federal sources: Change in receivables and unpaid,
UNFIHTEO OFAEN'S. ..o -2
Budget authority (Net).......cccooceeiieeinieereeree e 71

Theeffect of offsetting collections on outlaysis simpler. Only cash collections are subtracted from
gross outlays to yied net outlays.

The Congressional Budget Act defines offsetting collections (offsetting receipts and offsetting
collections credited to expenditure accounts) as negative budget authority. In the Congressional
budget process, this subjects proposed provisions of law that affect offsetting collectionsto therules
that pertain to budget authority.

Asexplained earlier, wetreat the authority to usethe proceeds from the sale of financial assets (e.g.,
Federal loan assets) with recourse as a form of appropriation, but we don’t count the proceeds as
offsetting collections (see section 20.4(b)(1)).

(c) Determining the period of availability of budget authority.

When alaw appropriates budget authority, it sets the period during which you can useit to incur obligations.
We call this the period of availahility.

One-year budget authority. This term refers to budget authority that is available for obligation
during only onefiscal year. Oneyear isthe default period of availability for annual appropriations
acts, becauseageneral provisionin each of theacts specifiesthat theamounts provided intheact are
available for one year, unless the act expressly provides otherwise. Evenif there were not such
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a provision, the preamble of an appropriations act says that it is for a specific fiscal year. For
example, the following language in an appropriation act would provide one-year budget authority:
“ For expenses of the Office of the Secretary, $1,500,000.”

e Multi-year budget authority. The language for a specific appropriation of budget authority in an
appropriations act may make all or some portion of the amount available for obligation for a
specified period of timein excess of onefiscal year. Usually, the period covers two or morewhole
fiscal years, but it may cover a period that includes part of a fiscal year. Werefer to such budget
authority as multi-year budget authority or, specifically, as two-year budget authority, three-year
budget authority, etc. For example, if the following language appeared in an appropriation act for
2000, it would provide two-year budget authority: “ For research and development, $1,500,000, to
remain available until September 30, 2001.”

* No-year budget authority. Thelanguagefor a specific appropriation of budget authority may make
all or some portion of the amount available“ until expended.” That means you can incur obligations
against it indefinitely. Werefer to this as no-year authority. For example, the following language
provides no-year budget authority: “ For construction, improvements, repair or replacement of
physical facilities, $1,500,000, to remain available until expended.” Authorizing laws that make
appropriations sedom limit the period of availability, so most budget authority provided in
authorizing laws is no-year budget authority.

Under a general law, annual and multi-year budget authority expires at the end of its period of availahility.
That meansyou may not incur new obligationsagainst it. However, you may make adjustmentsto obligations
that were made before the budget authority expired. For example, you could make an upward adjustment in
previously recorded obligations for transportation charges, under an agreement to pay actual transportation
charges, if they turned out to be greater than originally estimated. Y ou may use expired authority to make
adjustments to obligations or disbursements only during a five-year period, beginning with the first expired
year. At theend of thefifth expired year, the authority is canceled, which means that you may not use it for
any purpose. If you have a program with alegitimate need to disbursefunds for morethan fiveyears after the
authority expires — for example, to make disbursements over many years under direct loan contracts, to pay
termination costs under some contracts, or to make payments under a lease — and your OMB representative
approves, you may include specific waivers of these requirements in the pertinent appropriation language (see
section 96.5). OMB Circular No. A-34, sections 43.2-43.6, provides a fuller explanation of expired and
canceled budget authority.

Usually an appropriation act makes budget authority available beginning on October 1 of the fiscal year for
which the appropriation act is passed. However, there are three types of appropriations wherethat is not the
case. They aredescribed beow, and theBudget Appendix lists the those accountsincluded in the budget under
the heading, “ Advance Appropriations, Advance Funding, and Forward Funding.”

»  Advanceappropriation meansappropriations of budget authority that become available oneor more
fiscal years beyond the fiscal year for which the appropriation act was passed. For example, if the
following language appeared in an appropriations act for fiscal year 2000, it would provide an
advance appropriation for fiscal year 2002: “ For operating expenses, $1,500,000, to become
available on October 1, 2001.” In this example, you would record the budget authority in 2002.
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» Advancefunding means appropriations of budget authority provided in an appropriations act to be
used, if necessary, to cover obligationsincurred latein thefiscal year for benefit paymentsin excess
of theamount specifically appropriated intheact for that year, wherethebudget authority is charged
to the appropriation for the program for the fiscal year following the fiscal year for which the
appropriations act is passed. When such budget authority is used, the budget records an increasein
the budget authority for thefiscal year inwhichit isused and a reduction in the budget authority for
the following fiscal year. The following language, when added to regular appropriation language,
provides advance funding: “...together with such sums as may be necessary to be charged to the
subsequent year appropriation for the payment of compensation and other benefits for any period
subsequent to August 15 of the current year.”

* Forward funding means appropriations of budget authority that are made for obligation in the last
quarter of thefiscal year for thefinancing of ongoing grant programsduring the next fiscal year. The
budget records the budget authority in the fiscal year in which is it appropriated. The following
language, if it appeared in an appropriation act for 2000, would provide forward funding, which
would berecorded in fiscal year 2000: “... of which $2,000,000,000 shall become available on July
1, 2000 and shall remain available through September 30, 2001 for academic year 2000-2001.”

(d) Determining the amount of budget authority.

If alaw provides budget authority inaspecific amount, werefer toit asdefinitebudget authority. Weconsider
the budget authority definite even if the language reads "not to exceed" a specified amount. You record the
specified amount as budget authority. For example, this language would provided definite budget authority
of $100 million: “ For salaries and expenses, not to exceed $100,000,000.”

If alaw doesn’t specify an amount of budget authority, but, instead, specifiesavariablefactor that determines
the amount, we refer to the budget authority as indefinite. If the law provides “such sums as may be
necessary” to cover the obligations resulting from an entitlement (such as unemployment insurance), record
budget authority in the past year equal to the amount obligated and in other years equal to your estimate of
obligations. If a law authorizes you to obligate all of the receipts from a specified source, record budget
authority equal to theamount of receipts you collected in the past year and equal to amounts you estimate you
will collect in other years. Record budget authority for the authority to use the proceeds from the sale of
financial assets with recourse the same way, even though the proceeds aren’t recorded as collections.

If alaw appropriates a specific amount to be derived from receipts, it limits the amount of budget authority
actually provided to thelower of theactual receiptsor theamount specified. For example, if thelanguageread,
“...and, inaddition, $75,000,000 of theamounts collected under section 101 of the Authorization Act of 1995,”
you could obligate only the amount actually collected, up to $75,000,000. Similarly, if alaw appropriates
an amount to bederived fromaspecial or trust fund, it limitstheamount of budget authority actually provided
to the lower of the amount of the balances in the fund or the specified amount. For example, language that
reads, “ For necessary expenses, $1,500,000, to bederived fromthe Land Restoration Trust Fund,” allowsyou
to obligate only the amount actually in the fund and no more than $1,500,000. If a law authorizes you to
obligate all of thereceipts credited to afund, record budget authority equal to the amount of receipts collected
into the fund in the past year and equal to amounts you estimate you will collect in other years.
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Somelaws that provide authority to borrow limit theamount of debt that you may have outstanding at any one
time. This may limit your ability to incur obligations indirectly, because you must consider your ability to
borrow the cash needed to liquidate the obligations that will become due, but it doesn’t determinethe leve of
obligations directly. In such cases, treat the budget authority as indefinite and record the amount that you
obligated in the past year or estimate you will obligate in other years. Ignore the limit for purposes of
determining the amount of budget authority.

M ost budget authority provided in appropriations acts is definite, and most budget authority provided in other
lawsis indefinite.

(e) Discretionary or mandatory budget authority.

The Budget Enforcement Act of 1990 (BEA) requires us to classify budget authority (and outlays) as either
discretionary spending or mandatory spending, and applies a different set of rules to each type of spending.
We explain this further in section 20.9.

(f) Unobligated balance of budget authority.

An unobligated balance consists of the cumulative amounts of budget authority that are not obligated and that
remain available for obligation under law. Unobligated balances must meet all of the following conditions:

C They are balances of budget authority that has never been obligated or has obligated and
deobligated).

C They are balances of budget authority that has not expired.

C You can quantify the amount by subtracting the obligations to date from the amount of budget
authority provided. That is, the law providing the budget authority must have specified a definite
amount or an indefinite amount based on the appropriation of collections from a specified source.
You cannot quantify “such sums as may be necessary.”

You shouldn’t count unavailable offsetting receipts or collections as budget authority and, therefore, you
shouldn’t have any unobligated balances as a result of them. Report them in a schedule of unavailable
collections (see section 86.7).

In budget schedules, such as the program and financing schedule, the unobligated balance at the end of a year
includes available, unobligated balances of budget authority provided in that and previous years. The
unobligated balance at the start of a year is equal to the unobligated balance at the end of the previous year.

The balances you report for the start and end of the past year must be consistent with the amounts reported in
the Treasury Department's Annual Report. (See section 82.18.)

(g) Balance of unpaid obligations and obligated balance.
A balance of unpaid obligations consists of amounts of budget authority that have been obligated but not

liquidated (paid). An obligated balance is a subset of unpaid obligations that equals unpaid obligations
minus —
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»  Accounts receivable from Federal sources for which payment has not been received, and
*  Unpaid, unfilled orders from Federal sources.

Accounts receivable and orders must represent a valid obligation against budgetary resources of the ordering
Federal account (see section 20.7). Exclude orders for which subsequent cash collections will be credited to
a receipt account rather than to the expenditure account. Also, in computing the obligated balances don't
deduct receivables from the public, loans and other long-term receivables, amounts due at some future date
under credit sales, and deferred charges from unpaid obligations. You must present unpaid obligations,
obligated balances, and receivables and unpaid, unfilled ordersfrom Federal sources separatdy intheprogram
and financing schedule (see section 82).

Unlike unobligated balances, obligated balances may consist of both definite and indefinite forms of budget
authority.

The balances you report for the start and end of the past year must be consistent with the amounts reported in
the Treasury Department's Annual Report (see section 82.18).

(h) Reappropriation.

Reappropriation means an extension in law of the availability of budgetary resources (budget authority or
unobligated balances) that have expired or otherwisewould expireexcept for theextension. A reappropriation
counts as budget authority in the year in which the reappropriated amount becomes newly available. Thelaw
may reappropriate a specific amount or all of the unobligated balance of a previous appropriation. For
example, if anappropriationact for fiscal year 1999 provided budget authority with only one-year availability,
the following language in a fiscal year 2000 appropriation act would result in a reappropriation: “ Of the
unobligated balances remaining available from appropriations made under this heading for fiscal year 1999,
$10,000,000 shall remain available for fiscal year 2000 for the same purposes as other sums provided under
this heading.” In this case, you would record all of the unobligated fiscal year 1999 amounts as expiring,
including the $10,000,000, and record $10,000,000 as areappropriationinfiscal year 2000. Thiswould count
as $10,000,000 in new budget authority in 2000.

(i) Rescission.

Rescissionmeansacancdlationinlaw of budgetary resources (budget authority or unobligated balances). You
record a rescission as negative budget authority in the year it takes effect, regardless of whether it cancels
budget authority or unobligated balances. A law that precludes the obligation of budgetary resources in one
year and authorizestheir obligationinasubsequent year inwhichthey werenot availablefor obligation, makes
arescissionand areappropriation. Insuch cases, you record arescissioninthefirst year and areappropriation
in the second. Include enacted rescissions in the regular program and financing and other regular schedules.
Proposed rescissions require separate budget schedules (see section 82.10).

Amounts rescinded from special fund accounts revert either to unavailable collections of the special fund or
to the general fund of the Treasury, depending on the circumstances and the specific requirements of the law
making the rescission. As a general rule, amounts rescinded from an annually appropriated special fund
account revert to unavailable collections, which may be appropriated subsequently. However, the rescinded
amounts revert to the general fund and are not available for subsequent appropriation, if the rescinding law
indicates that the amounts rescinded are permanently canceled. A rescission of permanently appropriated
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special fund receipts reverts to the general fund of the Treasury, and the receipts are no longer available for
appropriation as special fund recapts.

() Transfer.

(1) Definition. Transfer means to reduce budgetary resources (budget authority and unobligated
balances) in one account and increase them in another, by the same amount.

* Authority. You can't make atransfer unless alaw authorizesit. Thelaw may specify a particular
transfer or provide general transfer authority within specified limits.

*  Expendituretransfer or nonexpendituretransfer. Y ou record atransfer asanexpendituretransfer,
one that involves an outlay, or as a nonexpenditure transfer, one that doesn’t involve an outlay.
Which you record usually depends on the purpose of thetransfer, as explained in thefollowing table.

If thetransfer... Record as...
(1) purchases goods or services for the transferring account (for an expenditure
example, arental payment to GSA’s Federal Buildings Fund) or transfer.

otherwise benefits the transferring account...

(2) shifts budgetary resources between Federal funds (general, special, an expenditure
and revolving fund accounts) and trust funds (trust fund and trust transfer.
revolving fund accounts), regardless of the purpose...

(3) reduces budgetary resources available for the activities of the a nonexpenditure
transferring account and increases them for the activities of the transfer.
receiving account (for example, a transfer of unobligated balances

from the construction account to the salaries and expense account to

fund pay raises) other than between Federal and trust funds...

(4) corresponds to atransfer of an activity from one account to another  a nonexpenditure
(such as in a reorganization)... transfer.

* Recording transfers in the budget:

C Expenditure transfers. Record an expenditure transfer as an obligation (against new budget
authority or unobligated balances) and an outlay in the transferring account and as an offsetting
collection in the receiving account (see section 20.7). If thereceiving account is a general fund
appropriation account or a revolving fund account, credit the offsetting collection to the
appropriation or fund account. If the recelving account is a special fund or trust fund account,
credit the offsetting collection to a receipt account of the fund.

C Nonexpenditure transfers. Don't record an obligation or an outlay or an offsetting collection.

Record nonexpendituretransfersasether areductionin budget authority or unobligated balances
in the transferring account and as either an increase in budgetary authority or unobligated
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balances in the gaining account. Whether you record the reduction and increase as a changein
budget authority or unobligated balances, depends on the circumstances, as described in the
following table.

If you transfer... And thetransfer... Record...
(2) unobligated results from a transfer specifiedin  areduction of budget
balances law that changes the purpose for authority in the
which the funds will be used transferring account

and anincreasein
budget authority in
the gaining account.

(2) unobligated * results from general transfer a reduction of
balances authority, or unobligated balances
* corresponds to a transfer of an in the transferring
activity such that the purpose account and an
does not change increase in
unobligated balances
in the gaining
account.
(3) budget authority isfor any purpose areduction of budget
in the year it becomes authority in the
available transferring account

and anincreasein
budget authority in
the gaining account.

(k) Transfer in the estimates.

A transfer in the estimates means the budget proposesto stop funding an activity under one budget account and
start funding the activity under another budget account, beginning in the budget year. This doesn't involvea
transfer of budgetary resources, like that discussed in subsection (j). You simply stop showing budget
authority in the one account and start showing it in the other. A transfer in the estimates usually reflects a
proposal to do one of the following in the budget year:

» Transfer the funding of an activity from one account to another.
* Consolidate funding for related activities from two or more accounts into a single account.
» Disaggregate the funding for an activity from one account between two or more accounts.

You must indicate a transfer in the estimates by footnoting the program and financing schedules of the
transferring and receiving accounts (see section 82.13).

() Allocation.
Allocation means a delegation, authorized in law, by one agency of its authority to obligate budget authority

and outlay funds to another agency. When an agency makes such a delegation, the Treasury Department
establishes a subsidiary account called a “transfer appropriation account,” and the receiving agency may
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obligate up to theamount included in theaccount. The budget doesn’t show thetransfer appropriation account
separately. The budget schedules for the parent account include the obligations by the other agency against
the subsidiary account without separate identification, except in the object class schedule (see section 83.15).
Allocations are appropriate wherethereceiving agency isacting astheagent for theallocating agency. Where
thereceiving account issimply providing goods or servicesonareimbursablebasis, such astransactions under
the Economy Act, record an expenditure transfer (see section 20.4(j)). See OMB Circular No. A-34 for a
further explanation of allocations.

20.5 What do | need to know about obligations?

Obligation means a legally binding agreement that will result in outlays, immediately or in the future. When
you place an order, award a contract, purchase a service, or take other actions that require the Government to
make payments to the public or from one Government account to another, you incur obligations. The budget
presents the obligations you incurred in the past year and expect to incur in other yearsin the program activity
section of the program and financing schedule and the object classification schedule for the account.
Obligations reflect the level of program activity. Of course, the account must have budgetary resources
sufficient to cover thetotal of such obligations. The obligations you includein the budget must conform with
applicable provisions of law, and you must be able to support the amounts reported by the documentary
evidence required by 31 U.S.C. 1501. For some purposes, agencies need to track commitments at a pre-
obligations stage. Don’t record such commitments as obligations. Transfers within the same account do not
constitute obligations of the account. See OMB Circular No. A-34 for more information on this aspect of
obligations.

Reimbursabl e obligations mean those financed by spending authority from offsetting collections credited to an
expenditureaccount in payment for goodsand services provided by theaccount. Reimbursableobligationsalso
includethosefor jointly-funded projectsto carry out grant programs or other projects of common interest that
are supported by more than one Federal agency.

More specifically, reimbursable obligations include:

» Obligations financed by offsetting collections from Federal or non-Federal sources for goods and
Services;

» All revolving fund obligations, regardless of how they are financed.
They don't include:
» Obligations of credit program and liquidating accounts;
» Obligations financed by budget authority from sources other than offsetting collections;
»  Obligationsfinanced by spending authority fromloan principal repaymentsor proceeds of asset sales;
» Obligations financed by certain offsetting collections including:

< Interest on Federal securities;
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< Interest on uninvested funds;
< Offsetting governmental collections (see section 20.7)

< Expenditure transfers from Federal accounts that are not payments for goods and services, such
as legidated transfers of budget authority between Federal and trust fund accounts.

20.6 What do | need to know about outlays?

Outlay means a payment to liquidate an obligation (other than the repayment of debt), in the amount that is
paid. Outlays arethe measureof Government spending. Inthe budget, we present outlays both gross and net
of offsetting collections at the account level, but we present function, agency, and Government-wide outlay
totals only net in most presentations. Total outlays for the Federal Government include both on-budget and
off-budget outlays.

The Government usually makes payments in theform of cash (currency, checks, or dectronic fund transfers),
and you normally record outlays equal to the disbursement at the time of the disbursement. Normally the
amount of cash disbursed appropriately measures the value of the transaction. In other cases, however, the
cash disbursed does not accurately measure the cost of the transactions. In these cases, we require you to
record the cash-equivalent value of the transactions (see section 20.8).

Not every disbursement is an outlay, because not every disbursement liquidates an obligation. You don’t
record outlays for the following:

*  Repayment of debt, because wetreat borrowing and the repayment of debt as a means of financing.

» Dishursementsto thepublic by Federal credit programs, becausewetresat the cash flowsto and from
the Government for credit programs asameans of financing. Werecord outlays equal to the subsidy
cost of direct loans and loan guarantees when the underlying direct or guaranteed |oans are disbursed
(see section 85).

» Disbursements from deposit funds, because these funds are on deposit with the Government but are
not owned by the Government and are therefore excluded from the budget (see section 20.7).

* Refunds of recepts that result from overpayments, because they are recorded as reductions of
receipts, rather than as outlays (see section 20.10).

Thetiming for recording outlays for interest paymentsvaries. Treasury records outlaysfor theinterest onthe
publicissuesof Treasury debt securities astheinterest accrues, not when it paysthecash. Most Treasury debt
securities held by Government accounts are in the Government account series, however. Treasury normally
recordstheinterest payments on these securitieswhen it paysthecash. (Andyou normally record an offsetting
collection or receipt on a cash basis.) Two trust funds in the Department of Defense, the Military retirement
trust fund and the Education benefits trust fund, routindy have relatively large differences between purchase
priceand par. For thesefunds, we veinstructed the Department to record the holdings of debt at par but record
thedifferences between purchase priceand par as adjustmentsto the assets of thefundsthat areamortized over
thelife of the security. The Department records interest as the amortization occurs.
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Outlays during afiscal year may liquidate obligationsincurredin the sameyear or in prior years. Obligations,
in turn, may beincurred against budget authority provided in the same year or against unobligated balances
of budget authority provided in prior years. Outlays, therefore, flow in part from budget authority provided
for the year in which the money is spent and in part from budget authority provided in prior years. Theratio
of the outlays resulting from budget authority enacted in any year to the amount of that budget authority is
referred to as the spendout rate for that year.

Outlaysfor the past year must agree with amounts reported in the Department of the Treasury's Annual Report
unless OMB approves an exception.

20.7 What do | need to know about collections (receipts and other collections)?
(8 Overview.

The collections that we record in the budget fall into two major categories, and they are recorded differently
in the budget:

*  Governmental receiptsare recorded as receipts and compared in total to outlays (net of offsetting
collections) in calculating the surplus or deficit (see section (b)).

» Offsetting collectionsare recorded as deductions from gross outlays to produce net outlays. They
are divided between two categories: offsetting collections credited to expenditure accounts and
offsetting receipts, which are recorded in rece pt accounts (see section (C)).

The Government normally receives collections in the form of cash, and you normally record governmental
receipts or offsetting collections equal to the amount received at the time of the collection. Normally the
amount of cash collected appropriately measuresthevalueof thetransaction. Inother cases, however, thecash
collected does not accurately measure the cost of the transactions. In these cases, you record the cash-
equivalent value of the transactions (see section 20.8).

The table below summarizes the distinction between governmental receipts and offsetting collections. We
discuss them in more depth in the following sections.

For budget accounting purposes, user fees are not a separate category. They can be either governmental
receipts or offsetting collections. However, they are often discussed in the budget as a separate category. We
discuss them below in section (d).

We don't record some monies received by the Government in the budget totals at all, because they are not
income. For example, the proceeds of borrowing are not income. Werefer to the proceeds of borrowing and
certain other transactions as means of financing, because they are a means of financing outlays, when there
isadeficit. We discuss means of financing in section (e).

30 OMB Circular No. A-11 (1999)



SECTION 20 -- TERM S AND CONCEPTS

SUMMARY EXPLANATION OF COLLECTIONS

What kind of How do these collections

Type of collection

transactions produce
these collections?

affect the surplusor
deficit?

What are some
examples?

Governmental receipts

. The exercise of the
Government’s
sovereign or
governmental
powers.

. Gifts from the
public.

The difference between
receipts and outlays (net
of offsetting collections)
determines the surplus or
deficit.

Individual income
taxes.

Corporation income
taxes.

Social insurance
and retirement
receipts (on-budget
and of-budget).
Excise taxes.
Estate and gift
taxes.

Customs duties.
Fines and penalties.

Offsetting collections e Business-likeor Offsetting collections are Proceeds from the
(seefollowing table for market oriented deducted from gross sale of postage
categories of offsetting activities with the outlays to produce net stamps.
collections) public. outlays. The difference Fees charged for
. Intragovernmental between net outlays and admittance to
transactions. receipts determines the recreation areas.
surplus or deficit. . Proceeds from the
sale of Government
owned land.
. Rent collected by
GSA from other
agencies for office
space.

(b) Governmental receipts.

These are collections from the public that result primarily from the Government's exercise of its sovereign or
governmental powersto compe payment. They consist mostly of individual and corporationincometaxesand
social insurance taxes, but also include excise taxes, compulsory user charges, customs duties, court fines,
certain license fees, and deposits of earnings by the Federal Reserve System. They also include gifts and
donations. Total receipts for the Federal Government include both on-budget and off-budget receipts.

A general law requiresyou to credit receiptsto thegeneral fund of the Treasury. However, other laws override
thisrequirement for specified receipts, requiring separate accounting for them and designating themto beused
for a specified purpose. Wecall this* earmarking” and establish a special fund or, if the law requires, atrust
fund for that purpose. Earmarking receipts doesn’t affect their classification as governmental or offsetting.
Also, the authority to earmark receipts, by itsef, does not provide budget authority. Asaseparate matter, the
authorizing language will indicate whether the receipts are available for obligation and expenditure without
further appropriation or are available only to the extent provided in annual appropriations acts.
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Certain provisions of law require us to treat some receipts that are governmental in nature as offsetting
collections (see below). We designate these as offsetting governmental receipts.

(c) Offsetting collections.

The following table summarizes the various categories of offsetting collections and their treatment in the
budget. Thetext following the table discusses the categories in more depth.

CATEGORIES OF OFFSETTING COLLECTIONS

Type of collection

What kind of
transactions produce

How arethese
collectionsrecorded in

What are some

these collections? the budget? examples?
Offsetting collections e Business-likeor They are recorded as . Proceeds from the
credited to expenditure market oriented offsetting collectionsin sale of postage
accounts. activities with the the program and stamps.
public. financing schedule for . Rent collected by
. Intragovernmental the expenditure account GSA from other
transactions. and thereby offset gross agencies for office
*  Governmental budget authority and space.
activities where a outlaysto yield net
law requires the budget authority and
receiptsto betreated outlaysfor the
as offsetting expenditure account.
collections.
Offsetting receipts:
*  Proprietary Business-like or market They arerecorded in Fees charged for
receiptsfromthe  oriented activities with receipt accounts, which admittance to recreation
public the public. are normally deducted aress.

from gross budget
authority and outlays at
the subfunction and
agency levels.!

* Intragovernment-
al transactions.

< Interfund
receipts

32

Collections of payments
from one Government
account to another.

Collections of payments
by Federal funds to trust
funds and vice versa.

They arerecorded in
receipt accounts, which
are normally deducted
from gross budget
authority and outlays at
the subfunction and
agency levels.!

In addition to offsetting
budget authority and
outlays at the subfunction
and agency levd,
interfund receipts
credited to Federal funds
offset the Federal funds

See examples under
“Interfund receipts’ and
“Intrafund receipts.”

» Federal agency
contributions to
employee insurance
and retirement trust
funds.
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Type of collection

What kind of
transactions produce
these collections?

How arethese
collectionsrecorded in
the budget?

What are some
examples?

totals for budget authority
and outlays, and
interfund receipts
credited to trust funds
offset the trust funds
totals for budget authority
and outlays.

e Trust fund earnings on
investmentsin
Treasury securities.

< Intrafund Collections of payments In addition to offsetting » Special and revolving
receipts by Federal fundsto other  budget authority and fund earnings on
Federal funds and by outlays at the subfunction investments in
trust funds to other trust and agency levd, intra- Treasury securities.
funds. fund receipts credited to » Railroad retirement
Federal funds offset the trust fund collections
Federal funds totals for of Social Security
budget authority and equivalent payments
outlays, and intrafund from Social Security
receipts credited to trust trust funds.
funds offset the trust
funds totals for budget
authority and outlays.

»  Offsetting Collections that are They arerecorded in Regulatory fees required
governmental governmental in nature receipt accounts, which by law to betreated as
receipts but required by law tobe  are deducted from gross offsetting receipts.

treated as offsetting budget authority and

receipts.

outlays at the subfunction
and agency levels.

*OMB designates most offsetting receipts as* distributed,” meaning they offset budget authority and outlays at the subfunction and agency level (and, in
turn, the Government-wide budget authority and outlay totals), but designates offsetting receipts from certain sources as “ undistributed,” meaning they
offset the Government-wide budget authority and outlay totals only.

Offsetting collections result from two kinds of transactions:

Business-likeor market-oriented activitieswith non-Federal entities. If you sell aproduct or service
toanon-Federal entity, you record the proceeds as of fsetting collections. For example, theU.S. Postal
Servicerecordstheproceedsfromthesaleof postage stamps as of fsetting collections. Y ou should treat
the proceeds from the sale of assets without recourse (that is, the Federal government doesn’'t
guarantee repayment of principal and interest in the event of default) as offsetting collections. Inthe
budget, we deduct such collections from gross budget authority and outlays, rather than add them to
governmental receipts. Wedo this so that the budget totalsfor receipts, budget authority, and outlays
will represent only governmental, rather than market activity.

Intragovernmental transactions. Y ou also record collections you receive from another Government
account as offsetting collections. For example, the General Services Administration records payments
it recaeives from other Government agencies for the rent of office space as offsetting collectionsin the
Federal Buildings Fund. You may treat orders on hand from another Federal account as offsetting
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collections, even though you haven’t received the cash payment, if the paying account has recorded
anobligationinthat amount. (Thisdoesnot apply to ordersfrom non-Federal entities.) Inthebudget,
we deduct intragovernmental offsetting collectionsfrom gross budget authority and outlays so that the
budget totals measure the transactions of the Government with the public.

Y ou credit someoffsetting collections to expenditureaccounts and someto recei pt accounts, depending onwhat
the law requires. The following sections explain the differences in accounting for such collections.

D

(2)

Offsetting Collections Credited to Expenditure Accounts. Some laws authorize agencies to credit
collections directly to the account from which they will be spent and, usually, to be spent for the
purpose of the account without further action by Congress. Most revolving funds operate with such
authority. For example, apermanent law authorizesthe Postal Serviceto usecollectionsfromthesale
of stamps to finance its operations without a requirement for annual appropriations. The Postal
Service records these collections in the Postal Service fund (a revolving fund) and records budget
authority in an amount equal to the collections. As another example, GSA records the
intragovernmental collections of the Federal Buildings Fund in the same manner asthe Postal Service
fund. In some cases, laws authorize agencies to charge fees and use them to defray a portion of costs
mostly financed by appropriations from the general fund. In such cases, the agency records the
offsetting collections and resulting budget authority in the general fund expenditure account. The
authority to incur obligations against offsetting collections credited to an account is aform of budget
authority (see section 20.4).

While most offsetting collections credited to expenditure accounts result from business-like activity
or are collected from other Government accounts, some are governmental in nature but are required
by law to be treated as offsetting. The budget 1abd s these “ of fsetting governmental collections.”

Offsetting Receipts. If thelaw doesn’'t authorizeyou to credit offsetting collections to an expenditure
account, you must record them in a receipt account. Absent authority to earmark them, you credit
them to the general fund receipt account designated by Treasury and OMB. If the law requires
earmarking, you credit them to the special fund or trust fund rece pt account established by Treasury
and OMB. Inthebudget, we deduct offsetting rece pts from budget authority and outlaysin arriving
at total budget authority and outlays. Unlike offsetting collections credited to expenditure accounts,
offsetting receipts don' t offset budget authority and outlays at theaccount level. Thebudget normally
records the offset at the subfunction and agency levels. In afew cases we record the offset at the
government-wide level to avoid distorting the budget authority and outlays totals for an agency or
function.

Wefurther subdivideoffsetting receiptsfor purposesof budget accounting. When OMB, workingwith
Treasury, establishes an account for the receipts from a particular source, we will designate each
receipt account as one of these receipt types (see section 79.3):

* Proprietaryreceiptsfromthe public. These offsetting rece ptsresult from the business-type
or market-oriented activities of the Government with the public. In the budget, we deduct
most proprietary receipts from the budget authority and outlay totals of the agency that
conducts the activity generating the receipt and of the subfunction to which we have assigned
the activity. For example, we deduct fees for using National Parks from the totals for the
Department of the Interior and the recreational resources subfunction. In afew cases, we
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don't offset proprietary receipts against any specific agency or function. We classify them
as undistributed offsetting receipts and deduct them from Government-widetotals for budget
authority and outlays. For example, the collections of rents and royalties from outer
continental shelf lands are undistributed because the amounts are large and for the most part
are not related to the spending of the agency that administers the transactions and the
subfunction that records the administrative expenses.

* Intragovernmental transactions. These are collections of payments from expenditure
accounts that are deposited into receipt accounts. In the budget, we deduct most
intragovernmental transactions from the budget authority and outlays of the agency that
conductstheactivity generating therece pts and of the subfunctionto which wehave assigned
theactivity. Intwo cases, however, we present intragovernmental transactions in the budget
as deductionsin computing total budget authority and outlays for the Government asawhole
rather than as offsets at the agency level — agencies' payments as employers into employee
retirement trust funds and interest received by trust funds. The special treatment for these
receipts is necessary because the amounts are large and would distort the agency totals, as
measures of the agency's activities, if they were attributed to the agency. We further divide
intragovernmental transactions into two subcategories:

< Interfund receipts that are derived from payments between Federal and trust funds.

< Intrafund receipts that are derived from payments within the same fund group (that is,
within the Federal fund group or within the trust fund group).

»  Offsetting governmental receipts. Theseare collections that are governmental in nature but that
laws require us to treat as offsetting receipts.

(d) User fees.

User fee means a feg, charge, or assessment the Government levies on a class directly benefiting from, or
subject to regulation by, a Government program or activity, to be utilized solely to support the program or
activity. User fees are not a separate category for budget accounting for collections. Werecord user fees as
governmental receipts or offsetting collections (offsetting receipts or offsetting collections credited to an
expenditureaccount), depending on whether thefeeresults primarily fromthe exerciseof governmental powers
or from business-like activity. The authorizing law must limit the payers of the fee to those benefiting from,
or subject to regulation by, the program or activity. The payers may not include the general public or a broad
segment of the public. The law must limit the charging agency’s use of the fee to funding the specified
programs or activitiesfor which theagency may chargethefee, including directly associated agency functions.
The fee may not be used for unrelated programs or activities or for the broad purposes of the agency or the
Government as a whole.

User fees include:
C Caollections from non-Federal sources for goods and services provided;

C Voluntary payments to social insurance programs;
C Miscellaneous customs fees (e.g., United States Customs Service merchandise processing fees);
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C Many feesfor permits, and regulatory and judicial services, and
C Specific taxes and duties on an exception basis.

User fees do not include:

Collections from other Federal accounts;

Collections deposited in general fund receipt accounts,
Collections associated with credit programs;
Realizations upon loans and investments;

Interest, dividends, and other earnings;

Payments to social insurance programs required by law;
Excise taxes;

Customs duties;

Fines, penalties, and forfeitures;

Cost-sharing contributions;

Proceeds from asset sales (property, plant, and equipment);
Outer Continental Shelf receaipts;

Spectrum auction proceeds; or

Federal Reserve System deposits of earnings.

OO0O000O00O000O00O0O0O0O0O0

(8) Means of financing.

Thesearemoniesreceived or paid by the Government that are not counted in the budget totals as either income
(governmental receipts or offsetting collections) or outgo (outlays). Borrowing and the repayment of debt are
the primary means of financing. Othersarelisted below. These moniesfinance outlays whenthereisadeficit
—that is, when outlays (net of offsetting collections) exceed receipts. When thereis a surplus— that is, when
receipts exceed outlays (net of offsetting collections) — they may be used, together with the surplus receipts,
toretire debt. Under some circumstances, one means of financing will require financing by the others. For
example, if the disbursements from credit financing accounts exceed their collections, the difference must be
financed by receipts or the other means of financing. The means of financing other than borrowing and
repayment of debt include:

* Net financing disbursements by direct loan and guaranteed loan financing accounts.

» Segniorage (the profit from coining money) and profits on the sale of gold (a monetary asset).
» Certain exchanges of cash, such as deposits by the U.S. in the International Monetary Fund.

* Changesin Treasury’s operating cash balance, deposit fund balances, and checks outstanding.

20.8 What do | need to know about cash-equivalent transactions?

Normally the amount of cash disbursed or collected isthe appropriate measure of the value of the transaction,
and you record outlays or collections equal to the cash that changes hands. In other cases, however, the cash
disbursed or collected doesn’'t accurately measure the cost of the transactions. In these cases, you should
record the cash-equivalent value of thetransactionsin the budget. Thefollowing are some examples of cash-
equivalent transactions:

» Federal employee salaries. You record an outlay for the full amount of an employee' s salary, even
though the cash disbursement is net of Federal and state income taxes, retirement contributions, life
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and health insurance premiums, and other deductions. Werecord receipts for the deductionsthat are
payments to the Government.

» Debtinstruments. When the Government receives or makes paymentsin theform of debt instruments
(such asbonds, debentures, monetary credits, or notes) inlieu of cash, werecord collections or outlays
in the budget on a cash-equivalent basis. The Government can borrow from the public to raise cash
and then use the cash proceeds to liquidate an obligation, or, if authorized in law, it may liquidate the
obligation by issuing securitiesin lieu of the cash. Thelatter method combines two transactions into
one. Combining these transactions into one does not change the nature of thetransactions. Sincethe
two methods of payment are equivalent, werequireyou to record the same amount of outlaysfor both
cases. Similarly, when the Government accepts securitiesin lieu of cash from the public in payment
of an obligation owed to the Government, we record collections. In one program, for example, a
Government agency may choose whether to pay default claims against it in cash or by issuing
debenturesin lieu of cash; the agency records the same amount of outlays in either case. Inturn, a
recipient of these debentures may chooseto pay thefeesthat it owes to the Government either in cash
or by returning debentures of equivalent valuethat it holds. The agency records the same amount of
collections in ether case.

* Lease-purchases. We require you to record an outlay for the acquisition of physical assets through
certain types of lease-purchase arrangements as though the transaction was an outright purchase.
L ease-purchase transactions in which the Government assumes substantial risk are equivalent to the
Government raising cash by borrowing fromthe public and purchasing theasset directly by disbursing
the cash proceeds. So, werequireyou to report outlays over the period that the contractor constructs,
manufactures, or purchases the asset that will beleased to the Government, not when the Government
disburses cash to the devel oper for lease payments. Because the Government pays no cash up front
to the nominal owner of the asset, the transaction creates a Government debt. |n such cases, wetreat
the cash |lease payments as repayments of principal and interest. (See Appendix B).

The scorekeeping effect of cash-equivalent transactions applies to budget authority, aswell asto outlays and
collections. You record the authority to incur obligations that will be liquidated through cash-equivalent
payments as budget authority.

Theuse of cash-equivalents often results in an increase or decreasein Federal debt. In the previous example
of the Government using debenturesto pay claims, werecord theissuance of adebentureasanincreasein debt,
and we record the Government's acceptance of a debenture for payment of fees as a reduction in debt.

We also record an increase in debt as the means of financing the cash-equivalent outlays of lease-purchase
arrangementsinwhichthe Government assumes substantial risk. Werecordthe Government's subsequent cash
lease payments as the equivalent of interest outlays on that debt and principal repayments.

20.9 What do | need to know about discretionary spending, mandatory spending, and PAYGO?

(8 Overview.

The Budget Enforcement Act of 1990 (BEA) (see section 15.3) divides spending into two types:
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» Discretionary spending means the budget authority controlled by annual appropriations acts and the
outlays that result from that budget authority. For example, the budget authority and outlays for the
salaries and other operating expenses of Government agencies are usually controlled by annual
appropriations acts and, therefore, are usually discretionary.

* Mandatory spending means budget authority and outlays resulting from permanent laws. For
example, permanent laws authorize payments for Medicare and Medicaid, unemployment insurance
benefits, and farm price supports, so the budget authority and outlays for these programs are
mandatory. In addition, the BEA defines several programs as “appropriated entitlements and
mandatories’ and classifiestheir spending as mandatory spending. Inthesecases, appropriations acts
nominally provide the budget authority but don’t actually control it, because the authorizing law
creates an entitlement. Also, the BEA specifically defines funding for the Food Stamp program as
mandatory spending, even though annual appropriations acts providefunding for the program and the
authorizing legislation doesn’t create an entitlement. Mandatory spending is theterm commonly used
for this kind of spending, although the BEA callsit “direct spending.”

TheJoint Explanatory Statement of the Committee of Conferencefor theBalanced Budget Act of 1997 (Public
Law 105-33), which most recently amended the BEA, listed all accountsunder the Appropriations Committees
jurisdiction at thetime. It classified accounts as discretionary by category or as appropriated entitlements and
mandatories. The “scorekeepers’ (House and Senate Budget Committees, CBO, and OMB) consult on the
classification of new accounts and may reclassify an existing account. OMB indicatesthe BEA classification
for an account when it is established in the MAX database (see section 81.3). While mandatory and
discretionary classifications are used for measuring compliance with the BEA, they do not determine whether
a program provides legal entitlement to a payment or benefit. You should address questions about BEA
classifications and legal entitlements to your OMB representative.

The BEA applies one set of rules to discretionary spending and another to mandatory spending and receipts.
The BEA applies the same rules to receipts as apply to mandatory spending, because receipts are generally
controlled by permanent laws. The BEA refersto therules that apply to mandatory receipts and spending as
“pay-as-you-go” (PAY GO) requirements. The BEA itsdlf setsthebasic rules, but the Explanatory Statement
referred to in the previous paragraph provided scorekeeping guidelines that the scorekeepers must use in
interpreting therules. The BEA authorizesthe scorekegperstorevisetheguiddinesif all agreeontherevision.
Appendix A contains the current guiddines.

(b) Discretionary spending caps.

The BEA defines categories of discretionary spending and limits (“caps’) spending in each category by
specifying dollar amounts for both budget authority and outlays for each fiscal year through 2002. The
categories change from year to year. For 1999, they were defense, non-defense, violent crime reduction,
highways, and masstransit. After 1999, the separate categories for defense and non-defense are replaced by
a“discretionary spending” category, which includes defense spending and non-defense spending other than that
included in the violent crime reduction, highway, and mass transit categories. After 2000, the violent crime
reduction category expires, leavingthediscretionary, highways, and masstransit categories. TheBEA requires
OMB to adjust the caps for certain reasons, such as to reflect conceptual changes or the enactment of
emergency appropriations.
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If the amount of budget authority provided in appropriations acts for the year exceeds the cap on budget
authority for a category, or if OMB estimates of the amount of outlays for the year resulting from all
discretionary budget authority exceed the cap on outlaysfor a category, the BEA specifiesa procedure, called
sequestration, for reducing the spending in that category. The BEA requires the President to issue a
sequestration order reducing most programs in the category by a uniform percentage. Special rules apply in
reducing some programs, and the BEA exempts some programs from sequestration.

TheBEA'’ ssequestration rules cover supplemental appropriations enacted during thefiscal year. Fromtheend
of asession of Congress through thefollowing June 30th, discretionary sequestrations take place whenever an
appropriations act for the current fiscal year breaches a cap. Because a sequestration in thelast quarter of a
fiscal year might disproportionally disrupt Government operations, the BEA requires OMB to reduce the
applicable cap for the next fiscal year, in lieu of a sequestration in the fourth quarter.

Ingeneral, Appropriations Committee actionsarediscretionary. Therefore, if aprovisioninan appropriations
bill makes a substantive change to a mandatory account, we score the costs or savings of that change as
discretionary under the BEA discretionary limits. The amount scored is the difference between the new leve
of budget authority and outlays or receipts and the basdine levd. We score budget proposals for
appropriations language changes to mandatory accounts as discretionary. While we score the change in the
bill as discretionary, budgets transmitted after the bill’s enactment show the affected account as entirely
mandatory in every year, including the effects of the Appropriations Committee action. If appropriate, OMB
adjusts the discretionary spending limits to capture any effects of the Appropriations Committee action. For
example, if an appropriations act increased mandatory spending, the budget would show an increase in
mandatory spending and an equal decrease in the discretionary caps.

Where obligation limitations set in appropriations acts limit permanent budget authority, except trust fund
accountsinthe Department of Transportation, weredefinethebudget authority for theaccount asdiscretionary
in an amount equal to the limit. For Transportation trust funds, the budget authority remains mandatory,
although the funds' outlays are discretionary.

If both the Congress and the President designate an appropriation as an emergency requirement, we score the
appropriations act for that spending, and we increase the discretionary caps by the amount of the spending in
the next sequestration report.

(c) PAYGO requirements.

The BEA doesn't cap mandatory spending. Instead, it requires all laws enacted through 2002 that affect
mandatory spending or receipts to be enacted on a * pay-as-you-go” basis. That meansthat if a provision of
law increases the deficit or decreases the surplusin the budget year or any of thefour following years, another
provision of law (in the same or another law) must offset theincrease with a reduction in spending or increase
inreceiptsin each affected year. A provision that increases benefit payments, for example, would haveto be
offset by a provision reducing other mandatory spending or increasing receipts. Otherwise, the BEA requires
the President to issue a sequestration order at the end of the session of Congressin thefiscal year in which the
deficit isincreased.

The BEA sequestration procedures require a uniform reduction of mandatory spending programs that are

neither exempt nor subject to special rules. The BEA exempts Social Security, interest on the public debt,
Federal employee retirement, Medicaid, most means-tested entitlements, deposit insurance, other prior legal
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obligations, and most unemployment benefits. A special rulelimits the sequester of Medicare spending to no
more than 4 percent, and special rules for some other programs limit the size of a sequestration for those
programs. As a result of exemptions and special rules, only about 3 percent of all mandatory spending is
subject to sequestration, including the maximum amounts allowed under the special rules.

The PAYGO rules don’'t apply to increases in mandatory spending or decreases in receipts that don’t result
from new laws. For example, mandatory spending for benefit programs, such as unemployment insurance,
riseswhen thepopulation of digiblebeneficiariesrises, and many benefit paymentsareautomatically increased
for inflation under existinglaws. Likewise, tax rece pts decreasewhen the profits of private businesses decline
as the result of economic conditions.

If both the Congress and the President designate a provision of mandatory spending or receipts legislation as
an emergency requirement, we don’t score the effect of the provision on the surplus or deficit.

(d) OMB and CBO estimates.

TheBEA requires OMB, using themethods prescribed by theBEA, to makethe estimates and cal culationsthat
determinewhether thereisto beasequestration and report themto the President and Congress. ThePresident's
sequestration order may not change any of the particulars of the OMB report. The BEA requires the
Congressional Budget Office(CBO) to makethe sameestimatesand calculations, and requiresOM B toexplain
any differences between the OMB and CBO estimates. Congress uses the CBO estimates for enforcing
constraints during the congressional budget process.

() Reporting requirements.

The BEA requires OMB to issue five different kinds of reports to the President and the Congress, which the
following table describes. The BEA requires CBO to issuelikereports, with its estimates, 5 days earlier than
the OMB reports.

BEA REPORTS

What OMB reports... When...

Preview report. This report discusses the status of discretionary and PAY GO With the
sequestration based on current law. It also explains OMB adjustments to the discretionary  President’s budget.
caps, under the BEA’s adjustment provisions, and publishes therevised caps. By custom,

OMB publishesits report as a chapter of the Analytical Perspectivesvolume of the

budget.

7-day after reports. As part of enforcing the discretionary spending caps, OMB must 7 days after
issue a report for each appropriation act (including a supplemental appropriations act) enactment of a
estimating the amount of new budget authority and outlays provided by the act for the bill.

current year and budget year. As part of enforcing the PAY GO rules, OMB must also
issue a report for each authorizing act that changes receipts or outlays.

Update report. This report revises the preview report estimates to reflect the effects of August 20
newly enacted discretionary and PAY GO legislation.
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What OMB reports...

When...

Final report. This report also revises the preview report estimates, this time to reflect the
effects of legislation enacted through the end of the session of Congress. The estimatesin
this report determine whether the President must issue a sequestration order.

15 days after the
end of a session of
Congress (usually
inthefall of each
year)

Within-session report. The BEA requires OMB to report if an appropriation for a fiscal
year in progress is enacted before July 1 that breaches a cap. Thereport triggers a
sequestration order. (If an appropriation is enacted after July 1 that breaches a cap, the

BEA requires OMB to reduce the cap for the following year.)

Between the end of
a session of
Congress and

July 1

20.10 What do | need to know about refunds?

You might think that you should record refunds received as collections and refunds paid as outlays, but that
isn't always the case. The following table explains how to record refunds received. (We cover refunds paid

after thetable)

If you...

And the appropriation against
which the obligation was
incurred...

You...

(1) receivearefund of funds that
were obligated and outlayed in that
year

remains available (usually the
case)

reduce the total amount of
obligations and outlays recorded
for the year in the budget
schedules.

(2) receivearefund of funds that
were obligated in a previous year

remains available for new
obligations

record the refund as an offsetting
collection credited to the account.

(3) receive arefund of funds that
were obligated in a previous year

has expired but is not yet canceled

record the refund as an adjustment
to the expired account.

(4) receive arefund of funds that
were obligated in a previous year

has been cancded

credit the refund to miscellaneous
receipts of the Treasury.

Record refunds paid as follows:

* Record refunds paid by an expenditure account as an obligation and an outlay of the account.

» Recordrefunds of receiptsthat result from overpayments (such asincometaxes withheld in excess of
a taxpayer’s income tax liability) as reductions of receipts, rather than as outlays. This does not
include payments to a taxpayer for credits (such as an earned income tax credit) that exceed the
taxpayer's income tax liability. Record these as outlays, not as refunds.

OMB Circular No. A-11 (1999)
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20.11 What do| need to know about fund types and associated accounts?
(8 Overview.

Agency activities arefinanced through general funds, special funds, and revolving funds, which constitute the
Federal funds group, and trust funds and trust revolving funds, which constitute the trust funds group. Ina
few cases, agencies account for amounts that are not Government funds in deposit funds. Thefollowing table
summarizesthecharacteristics of thesefunds. Thetext following thetablediscussesthetypes of fundsinmore

depth.

CHARACTERISTICSOF FUND TYPESAND THEIR ACCOUNTS

Arethese
. Arereceipt accounts and funds
Fund Type/Account What 'Stgcigjr:ffse of the expenditure accounts included in
' linked? the budget?
Federal funds:
General fund receipt Record unearmarked receipts.  No. Yes.
accounts
General fund expenditure  Record budget authority, No, general fund Yes.
accounts obligations, and outlays of appropriations draw from
general fund receipts and general fund receipts
borrowing. collectively.
Special fund receipt Record receipts earmarked by ~ Yes. Yes.
accounts law for a specific purpose
(other than a business-like
activity).
Special fund expenditure Record budget authority, Yes. Yes.
accounts obligations, and outlays of
special fund receipts.
Public enterprise funds Record offsetting collections ~ Not applicable. Collections Yes.!

earmarked by law for a
specific purpose and
associated budget authority,
obligations, and outlays for a
business-like activity
conducted primarily with the
public.

are credited to the
expenditure account.
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Fund Type/Account

What isthe purpose of the
account?

Arereceipt accounts and
expenditure accounts
linked?

Arethese
funds
included in
the budget?

Intragovernmental funds

Record offsetting collections
earmarked by law for a
specific purpose and
associated budget authority,
obligations, and outlays for a
business-like activity
conducted within the
Government.

Not applicable. Collections
credited to the expenditure
account.

Yes.

Trust funds:

Trust fund receipt
accounts

Record receipts earmarked by
law for a specific purpose
(other than a business-like
activity).

Yes.

Trust fund expenditure
accounts

Record budget authority,
obligations, and outlays of
trust fund receipts.

Yes.

Yest

Trust revolving funds

Record offsetting collections
earmarked by law for a
specific purpose and
associated budget authority,
obligations, and outlays for a
business-like activity
conducted primarily with the
public.

Not applicable. Collections
credited to the expenditure
account.

Yes.

Deposit funds

Record deposits and
disbursements of monies not
owned by the Government.

Not applicable. Deposits and
disbursements are recorded in
the same account.

No.

“By law, the budget authority and the outlays (net of offsetting collections) of the Postal Service Fund (a revolving fund), and the receipts, budget

authority, and outlays of the two social security trust funds (the Old-Age and Survivors Insurance Trust Fund and the Disability Insurance Trust Fund)
are excluded from the budget totals. The budget documents present these amounts as “ off-budget” and adds them to the budget totals to show totals for
the Federal Government (sometimes called unified budget totals).

(b) Federal funds.

Federal funds comprise several types of accounts or funds. A general fund receipt account records receipts
not earmarked by law for a specific purpose, such as individual income tax receipts. A general fund
expenditure account records appropriations from the general fund and the associated transactions, such as
obligations and outlays. General fund appropriations draw from general fund receipts collectively and,
therefore, are not specifically linked to receipt accounts.
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The Federal funds group also includes special funds and revolving funds, both of which earmark collections
for spending on specific purposes. Weestablish aspecial fund wherethelaw requiresusto earmark collections
from a specified source to finance a particular program, and the law neither authorizes the fund to conduct a
cycle of business-type operations (making it arevolving fund) nor designatesit asatrust fund. For example,
alaw established the Land and Water Conservation Fund, earmarking a portion of rents and royalties from
Outer Continental Shelf lands and other receipts to be used for land acquisition, conservation, and recreation
programs. Therece ptsearmarkedto afund arerecorded in one or morespecial fund receipt accounts. More
than onerece pt account may benecessary to distinguish different types of recel pts(governmental, proprietary,
etc.) and recepts from significantly different types of transactions (registration fees vs. fines and penalties,
for example). Thefund sappropriationsand associated transactionsarerecordedinaspecial fund expenditure
account. Most funds have only one expenditure account, even if there are multiple receipt accounts. A large
fund, especially one with appropriations to more than one agency (such as the Land and Water Conservation
Fund), may have morethan oneexpenditureaccount. Themajority of special fund collectionsarederived from
the Government's power toimposetaxes, fines, and other compulsory payments, and they must beappropriated
before they can be obligated and spent.

Revolving funds conduct continuing cycles of business-like activity. They chargefor the sale of products or
servicesand usetheproceedstofinancetheir spending. Instead of recording the collectionsin rece pt accounts,
the budget records the collections and the outlays of revolving funds in the same account. The laws that
establish revolving funds authorize the collections to be obligated and outlayed for the purposes of the fund
without further appropriation. The law of supply and demand is expected to regulate such funds. However,
in some cases, Congress enacts obligation limitations on the funds in appropriations acts as a way of
controlling their expenditures. Therearetwo classes of revolving funds. Public enterprise funds, such asthe
Postal Service Fund, conduct business-like operations mainly with the public. Intragovernmental funds, such
as the Federal Buildings Fund, conduct business-like operations mainly within and between Government
agencies.

(c) Trust funds.

Trust funds account for the receipt and expenditure of monies by the Government for carrying out specific
purposes and programs in accordance with theterms of a statute that designates the fund as a trust fund (such
as the Highway Trust Fund) or for carrying out the stipulations of a trust agreement where the Nation is the
beneficiary (such asany of several trust fundsfor giftsand donationsfor specific purposes). Likespecial funds
and revolving funds, trust funds earmark collections for spending on specific purposes. Many of the larger
trust funds finance social insurance payments for individuals, such as Social Security, Medicare, and
unemployment compensation. Other major trust funds finance military and Federal civilian employees
retirement, highway and mass transit construction, and airport and airway development.

A trust fund normally consists of one or more receipt accounts to record receipts and an expenditure account
to record the appropriation of thereceipts and associated transactions. Sometrust funds have multiplereceipt
accounts for the same reasons that special funds have them. Also, like special funds, large trust funds (such
astheHighway Trust Fund) may have multiple expenditureaccounts. A few trust funds, such astheVeterans
Special Life Insurance fund, are established by law as revolving funds. Other than their designation as trust
funds, these funds operate the same as revolving funds in the Federal funds group, and we call them trust
revolving funds. They conduct a cycle of business-type operations. The collections are credited to the
expenditure account as offsetting collections and their outlays are displayed net of collections in a single
expenditure account.

44 OMB Circular No. A-11 (1999)



SECTION 20 -- TERM S AND CONCEPTS

The Federal budget meaning of the term “trust,” as applied to trust fund accounts, differs significantly from
its private sector usage. Inthe private sector, the beneficiary of atrust usually owns thetrust's assets, which
are managed by a trustee who must follow the stipulations of the trust. In contrast, the Federal Government
owns the assets of most Federal trust funds, and it can raise or lower future trust fund collections and
payments, or change the purposes for which the collections are used, by changing existing laws. Thereisno
substantive difference between a trust fund and a special fund or between a trust revolving fund and a public
enterprise revolving fund. Whether a particular fund is designated in law as a trust fund is, in many cases,
arbitrary. For example, the National Service Lifelnsurance Fundisatrust fund, but the Servicemen's Group
Life Insurance Fund is a Federal fund, even though both are financed by earmarked fees paid by veterans and
both providelifeinsurance paymentsto veterans' beneficiaries. The Government does act asatruetrusteefor
some funds. For example, it maintains accounts on behalf of individual Federal employees in the Thrift
Savings Fund, investing them asdirected by theindividual employee. The Government accountsfor suchfunds
in deposit funds (see the next section).

(d) Deposit funds.

Y ou usedeposit fundsto account for moniesheld temporarily by the Government until ownershipisdetermined
(such as earnest money paid by bidders for mineral leases) or held by the Government as an agent for others
(such as State and local income taxes withheld from Federal employees’ salaries and not yet paid to the State
or local government). Weexclude deposit fund transactions, as such, fromthebudget totals becausethefunds
are not owned by the Government. Therefore, the budget records transactions between deposit funds and
budgetary accounts as though they were transactions with the public. For example, when the mineral leasing
process has been completed, the winning bidder’ s earnest money is transferred from the deposit fund to the
appropriate receipt account and the budget records a receipt in that year. Similarly, outlays are recorded in
an agency’ s salaries and expense account when a Federal employeeis paid, even though some of the amount
istransferred to a deposit fund for State and local income taxes withheld and paid later to the State and |ocal
government. Deposits and associated disbursements are recorded in the same account.

You may not use deposit funds to hold monies if you know they belong to the Government but have not
determined thespecific rece pt account to credit themto. TheTreasury Department providesclearingaccounts
to be used for that purpose.

20.12 How do| record investment in securities and disinvestment?
(a) Overview.

You can only invest funds if alaw authorizesit. Lawsthat authorize investment usually limit investments to
U.S. securitiesand rardly authorizeinvestment in non-U.S. securities. TheU.S. securitiesincludes public debt
securities issued by the Treasury Department and securities issued by other Federal agencies. They exclude
securitiesissued by non-Federal entities (including Government-sponsored enterprises), regardless of whether
the securities are federally guaranteed. We require a different budget treatment for investment in non-U.S.
securities than in U.S. securities. We explain the budget treatment for both below.
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(b) Non-U.S securities.

Wetreat aninvestment in non-U.S. securities (equity or debt securities) as a purchase of an asset. Y ou must
record an obligation and an outlay for the purchasein an amount equal to the purchaseprice. Y ou cannot incur
such an obligation unless a law has provided budget authority for the purpose. If a law requires such
investment without requiring further action by Congress, we will generally construe that law as providing
budget authority for this purpose.

Y ou record interest received on such investments as a collection when you receiveit and in the amount that you
receive. For investments from an appropriation or revolving fund account (including a trust revolving fund
account), you record interest as an offsetting collection credited to the account (line 88.40 Non-Federal
sources). For investments from a special or trust fund account, you record interest in a receipt account for
interest from non-Federal sources. Y ou record the proceeds fromthe sale or redemption of anon-U.S. security
as a collection when received and in the amount received. As with interest, you record the proceeds as a
offsetting collection credited to the account or as a receipt, depending on the type of the fund from which the
investment is made. These investments may involve other transactions, such as premiums or discounts.
Consult your OMB representative on the treatment of such transactions.

(¢) U.S securities.

Because U.S. securities are the equivalent of cash for budget purposes, wetreat investment in these securities
asachangein themix of assets hdd, rather than as a purchase of assets. The following paragraphs describe
the treatment in general terms, and the following table explains how to record specific transactions in the
budget. The purchase or redemption (or sale) of an asset, or the earnings in a year, may combine several
transactions together.

* Principal. Whenyou invest fundsin U.S. securities, you don't record an obligation or an outlay, as
you would for the purchase of non-U.S. securities, and the transaction requires no budget authority.
Instead, you reduce cash balances by the purchase price and increase holdings of U.S. securities by
the par (face or nominal) value. If you purchasethe security at a discount (the purchase priceis less
than the par value), you must record an adjusting entry, “unrealized discounts,” as an offset, so that
the value of the holdings in U.S. securities isn't overstated. Therefore, the balances shown in the
unavailable collections schedule (MAX schedule N) and the program and financing schedule (MAX
schedule P) for an account with investments in U.S. securities equal the uninvested amount, plus
holdings of securities at par, minus unrealized discounts (both schedules show a single figure for the
total balancesonly). The program and financing schedule also showstotal investments (at par value)
at the start and end of each year, as a memorandum entry (see section 82.8). The status of funds
schedule (MAX schedule J), which we require for certain accounts, shows separate entries for
uninvested funds, U.S. securities at par value, and unrealized discounts (see section 86.6).

» Earnings may consist of some or all of these components: interest, accrued interest purchases,
purchasepremiumsor discounts, and salespremiumsor discounts. Somecomponents may bepositive,
and others negative. You record each component as an increase or decrease in the net amount of
interest in the year it occurs, except for purchase discounts, which are recorded as an increase in
interest when the security matures. For investments from an appropriation or revolving fund account
(including a trust revolving fund account), you record interest as an offsetting collection credited to
the account (line 88.20 Interest on U.S. securities). For investments from a special or trust fund
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account, you record interest in areceipt account for interest (usually one ending with the suffix .20).
The status of funds schedule, if one is required for the account, records earnings on lines that
correspond to the entries for offsetting collections or receipts, as appropriate.

We may specify an alternative treatment for certain accounts where these rules may result in significant
distortions of amounts presented in the budget.

For purposes of financial reporting, purchase discounts and premiums are amortized over the life of the
security, which differs from the treatment described here. On the statement of operations, the amortized
portions of discounts and premiums are recorded as revenue or adjustments to revenue. On the balance shest,
the balance of unamortized discounts or premiumsisrecorded as an adjustment to the par value of the security

(see section 86.2).

Thefollowing table lists the transactions associated with investments in U.S. securities and explains how to

record them in the budget.

If thetransaction is...

Record in the P& F
schedule...

Or, record in the
special or trust fund
receipt account for
interest (usually

And, MAX will
automatically show in the
Status of Funds schedule...

suffix .20)...
(2) Principal, upon Under the memorandum  Not applicable. Under the heading
investment heading “ Total “ Unexpended balance, end
investments, end of of year:”
year:” anincreasein the C adecrease in the amount
amount reported on line reported on line 0700
92.02 " U.S. securities: “ Uninvested balance’
Par value’ equal to the equal to the purchase
par value. price, and
C anincreaseinthe
amount reported on line
0701 “ U.S. securities:
Par value’ equal to the
par value.
(2) Purchase discount Not applicable. Not applicable. Under the heading

— the difference between
purchase price and par,
when a security is
purchased for less than par.
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“ Unexpended balance, end
of year:” anincreasein the
amount reported on line
0702 “ Unrealized
discounts” equal to the
discount amount. When
the security matures, reduce
the balance entries for
unrealized discounts by the
amount of the discount at
purchase; and by an equal
amount, increase interest
reported on the line
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If thetransaction is...

Record in the P& F
schedule...

Or, record in the
special or trust fund
receipt account for
interest (usually

And, MAX will
automatically show in the
Status of Funds schedule...

suffix .20)...
corresponding to the
offsetting collection or
receipts, as appropriate.
(3) Purchase premium—the If earnings are credited If earnings are Under the heading “ Cash

difference between
purchase price and par,
when a security is
purchased for more than
par.

to an appropriation or
revolving fund account,
under the heading

“ Offsetting collections
(cash) from:” a decrease

credited to a special or
trust fund receipt
account, a decreasein
the amount reported
for interest equal to

income during the year:” a
decrease in the amount of
interest reported on the line
corresponding to the
offsetting collection or

in the amount reported the premium. receipt, as appropriate.
on line 88.20 “Interest
on U.S. securities’ equal
to the premium.
(4) Accrued interest If earnings are credited If earnings are Under the heading “ Cash

purchase — payments to the
seller of a security, when a
security is purchased, for
interest that has accrued to

to an appropriation or
revolving fund account,
under the heading

“ Offsetting collections

credited to a special or
trust fund receipt
account, a decreasein
the amount reported

income during the year:” a
decrease in the amount of
interest reported on the line
corresponding to the

the sdller but that will be (cash) from:” adecrease for interest. offsetting collection or
paid to the purchaser. in the amount reported receipt, as appropriate.
on line 88.20 “Interest
on U.S. securities.”
(5) Interest — the nominal If earnings are credited If earnings are Under the heading “ Cash

or stated amount of interest
received in the past year or
estimated for other years.

to an appropriation or
revolving fund account,
under the heading

“ Offsetting collections
(cash) from:” an
increase in the amount
reported on line 88.20
“Interest on U.S.
securities.”

credited to a special or
trust fund receipt
account, an increase
in the amount
reported for interest.

income during the year:” an
increase in the amount of
interst reported on the line
corresponding to the
offsetting collection or
receipt, as appropriate.

(6) Principal, upon
redemption or sale

48

Under the memorandum
heading “ Total
investments, end of
year:” adecreasein the
amount reported on line
92.02 “ U.S. securities:
Par value’ equal to the
par value.

Not applicable.

Under the heading

“ Unexpended balance, end

of year:”

C anincreaseinthe
amount reported on line
0700 “ Uninvested
balance’ equal to the
purchase price, and
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If thetransaction is...

Record in the P& F
schedule...

Or, record in the
special or trust fund
receipt account for
interest (usually
suffix .20)...

And, MAX will
automatically show in the
Status of Funds schedule...

C adecrease in the amount
reported on line 0701
“U.S. securities: Par
value’ equal to the par
value.

(7) Salesdiscount — the
difference between the
purchase price and the sales
price, when a security is
sold for an amount less
than the par value.

If earnings are credited
to an appropriation or
revolving fund account,
under the heading

“ Offsetting collections
(cash) from:” an

increase if the difference
isagain and a decrease

if itisalossin the

amount reported on line

88.20 “Interest on U.S.
securities.”

If earnings are
credited to a special or
trust fund receipt
account, an increase if
the differenceisa
gain and a decrease if
itisalossinthe
amount reported for
interest.

Under the heading “ Cash
income during the year:” an
increase if the differenceis
again and a decreaseif it is
alossin the amount of
interest reported on the line
corresponding to the
offsetting collection or
receipt, as appropriate.

(8) Sales premium— the
difference between the
purchase price and the sales
price, when a security is
sold for more than the par
value.

If earnings are credited
to an appropriation or
revolving fund account,
under the heading

“ Offsetting collections
(cash) from:” an

increase if the difference
isagain and a decrease

if itisalossin the

amount reported on line

88.20 “Interest on U.S.
securities.”

If earnings are
credited to a special or
trust fund receipt
account, an increase if
the differenceisa
gain and a decrease if
itisalossinthe
amount reported for
interest.

Under the heading “ Cash
income during the year:” an
increase if the differenceis
again and a decreaseif it is
alossin the amount of
interest reported on the line
corresponding to the
offsetting collection or
receipt, as appropriate.

(d) Differences between amounts recorded by Treasury and the budget.

You will encounter differences between Treasury records and the budget if a law authorizes you to invest
special or trust funds in U.S. securities but requires appropriations acts to determine the amount of receipts
availabletoincur obligations. Treasury treatstheauthority toinvest thereceiptsasan appropriation, recording
the receipts as appropriated in the year received and subsequently as unexpended balances of appropriations
(combined unobligated and obligated balances). Since such appropriations do not provide budget authority,
do not record budget authority in the program and financing schedule. The MAX database will report these
amounts, along with the other amounts reported as unavailable collections, in the special schedule required
under section 86.7 (without separate identification for the invested portion of the balances).
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SECTION 25 -- APPLICABILITY, EXCEPTIONS, AND ADVANCE APPROVAL
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25.1 Doesthis part apply to me?
25.2 How do | get an exception from the requirements in Part 1?
25.3  For what do | need advance approval?

25.1 Doesthispart apply to me?

By law (31 U.S.C. 1104), the President’ sbudget must includeinformation on all agencies of all threebranches
of the Federal government. Therefore, the instructions in Part 1 generally apply to all government agencies.
In addition, theseinstructions apply to the District of Columbia, which must submit information in support of
Federal paymentsto the District. OMB includes the information submitted by certain agencies in the budget
without change (see below). In addition, Government-sponsored enterprises submit some of the information
required of Government agencies on a comparable basis, and OMB includes it in the budget for information
purposes (see section 27).

If your agency appearsinthefollowinglist, it isn’t subject to executive branch review by law or custom. That
means that the requirements for justification materials (see section 27.2) don't apply to you. However, you
do need to submit the information required for inclusion in the budget database and documents (see section
27.3), which OMB includes in the budget without revision.

C Legidative Branch agencies.
C Judicial Branch agencies.
C Executive Branch agencies, as follows:

<  Milk Market Assessment Fund, USDA.
< International Trade Commission.
< Board of Governors of the Federal Reserve System.

C Government-sponsored enterprises, as follows:

Student Loan Marketing Association.
Federal National Mortgage Association.
Federal Home Loan Mortgage Corporation.
Banks for cooperatives.

Agriculture credit Banks.

Farm credit banks.

Federal Agricultural Mortgage Corporation.
Federal home |oan banks.

Financing Corporation.

Resolution Funding Corporation.

NNNNNNNNNNAN
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Contact your OMB representative if you have questions about the applicability of these instructions.

25.2 How do| get an exception from the requirementsin Part 1?

For the sake of comparability among the budget data and presentations, OMB doesn’t grant many exceptions
to the specific requirementsin this part. However, if you believe special circumstances warrant an exception
in your case, submit a written request detailing the circumstances and the specific exception needed to your
OMB representative by August 1. If OMB approves the exception, it is valid only for one budget.

25.3 For what do | need advance approval ?

You must get advance approval from your OMB representative for the items shown in the table below. See
the cited section for specific guidance.

Item See section... Timing
Il Form and content of justification materials. 51.2 Prior to initial submission on
September 13.

Il Program activity structure in the program 82.3 Prior to initial submission on
and financing schedule. September 13.

Il Changesin functional classifications. 71.3,79.1,79.3 By October 1.

Il Changesin receipt account classification. 71.3,79.1,79.3 By October 1.

Il Changes in budget account structure (new 71.3,79.1,79.3 Prior to October 1, or as soon as
accounts, merged accounts, changes in possible thereafter for changes
account titles, etc.) dependent on congressional action or

other circumstances beyond agency
control.

52 OMB Circular No. A-11 (1999)



SECTION 27— SUBMITTING MATERIALSTO OMB

SECTION 27— SUBMITTING MATERIALSTO OMB
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27.3 What do | submit after passback?

27.1 What do | send to OMB and when (overview)?

You submit information generally in two stages, although your OMB representative will work with you to
determine specific timing requirements:

(1) As part of your initial budget submission, submitted by September 13, 1999. This stage includes
information and materials supporting your budget request.

(2) After passback, by deadlines provided by your OMB representative. Usually beginning in late
November, this stage includes MAX computer data, print materials, and additional information used to
prepare the budget documents and supporting database. Also, you may need to revise and resubmit some
materials included in theinitial submission to reflect the effects of final decisions.

Inthefollowing sections, wetd| you moreabout each stage, including thetiming of your submissions, theitems
required, thecriteriafor determining whether theitem appliesto your agency, and whereinthiscircular tofind
more detailed guidance on the item.

Agencies that are not subject to Executive Branch review (see section 25.1) don’'t make initial submissions.
They do need to submit information to be included in the budget documents and the budget database. Y our
OMB representative will work with you to determine the timing of your submissions.

27.2 What do| includein theinitial submission?

Include the budget justification and other materials described below in Table 1. This applies to all agencies
(except as noted). If the criterion listed in the first column of Table 2 applies to you, include the information
described in the second column. Theright-hand column of both tablestells you wherein this Circular to find
more detailed guidance on the requirement. In addition to the information specified in the tables, your OMB
representative may requireyou to include other materialsin your initial submission (for example, information
about your budget request by account and by Budget Enforcement Act category).
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TABLE 1: CONTENTSOF INITIAL SUBMISSION — ALL AGENCIES

Includetheseitems... See section...
Summary and highlight statement 51.1
Justification materials 51.2-51.10

YExcludi ng agencies not subject to Executive Branch review (see section 25.1).

TABLE 22 CONTENTSOF INITIAL SUBMISSION — CERTAIN AGENCIES

If your agency... Then includethis... See section...

is covered by the Chief Financial Officers Act  »  financial management budget 52
justification and
e report on resources for financial
management activities (due October

16)?
has budget authority of $50 million or morefor  report on information technology.? 53
information technology
has rental payments greater than $5 million information on rental payments for space 54
and land.
obligates more than $500,000 for energy costs  information on energy use, costs, and 55

and/or improvements directly (not through rent) efficiency?

operates a fleet of at least 50 alternative fuel information on acquisitions of alternative 55
vehicles and operates at least 20 of theminany fueled vehicles.?
one metropolitan statistical area

has budget authority or outlays for drug information on drug control programs 56
programs greater than $500,000 in any year

has budget authority and outlays for programs  information on violent crime control 57
financed by the Violent crime control trust fund programs

has receipts information on receipts estimates 58.1

has an Office of Inspector General under the information on Inspectors General for 58.2
Inspector General Act Amendments of 1988 designated Federal entities

has credit liquidating accounts with unobligated justification of unobligated balances in 58.3, 85.3
balances that carry over into the current year liquidating accounts
has obligations related to the Winter Olympics  financial information related to the 58.4

Winter Olympics

is subject to GPRA requirements initial annual performance plan Part 2
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TABLE 22 CONTENTSOF INITIAL SUBMISSION — CERTAIN AGENCIES

If your agency... Then includethis... See section...
has incrementally funded capital assets impact of fully funding capital assets Part 3
has major capital acquisitions capital asset plan and justification Part 3

YExcludi ng agencies not subject to Executive Branch review (see section 25.1).
2| final decisions require changes to this information, revised materials must be submitted (see section 100.6)

27.3 What do | submit after passback?

(a) Overview.

Y ou submit three types of information after passback, as explained in more detail in the following sections:
C MAX computer data, submitted through the MAX budget data system (see sections 79-86).
C Print materials, which OMB uses to prepare parts of the budget Appendix (see sections 95-97).
C Additional information, which OMB uses for special purposes (see section 100).

ThisCircular doesn’t addresstheprocess by which you appeal passback decisions. Weissue separateguidance
on the appeals process at the time of passback.

(b) Timing.

Passback usually occurs around the end of November. At that time, your OMB representative will give you
deadlinesfor providing theinformation described below. Thesedeadlines are based on the very tight schedule
that OMB must maintain in order to transmit the budget on time. In order to meet the deadlines, you must
begin providing the required information based on passback decisions. Don't wait until you’ ve resolved
appeals. Appeals generally affect very little of the information you submit, and you will have an opportunity
to change the information as necessary to reflect the appeal resolution. Unless your OMB representative
agrees, don’t submit information that assumes an appeal resolution different from passback. When an appeal
results in changes to passback decisions, the changes often differ from the agency proposal.

(c) MAX computer data.
Y ou must submit the MAX computer data described below inthe Table 1 for each applicable budget account.
Inaddition, if thecriterion listed in thefirst column of Table 2 appliesto you, submit the data described in the

second column for each applicable budget account. In both tables, we indicate the MAX data section or
sections involved and tell you wherein Part 1 to find guidance on the requirement.
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TABLE 1. MAX COMPUTER DATA — ALL AGENCIES*

Submit for each applicable account...

MAX data schedule...  See section...

estimates of budget authority and outlays A,S 81
program and financing schedules P 82
object classification schedules O 83
personnel summary Q 86.1
character classification data, including R& D data (such as, C 84

crosscuts, technology transfers)

Y Includi ng agencies not subject to Executive Branch review. Federal Reserve Board submits data for sections A, P, and O only. Nothing in this

table appliesto GSEs.

TABLE 22 MAX COMPUTER DATA — CERTAIN AGENCIES*?

If your agency has...

Then submit thisfor each
applicable budget

Which i

sMAX See section...

account... data schedule...
receipts accounts receipts estimates Kand R 81
credit programs Federal credit data G, H,U,andY 85
credit liquidating or financing accounts;  statement of operation and Eand F 86.2
or non-credit revolving funds that balance sheet
conduct business-type activities (as
determined by OMB), including GSE’s.
appropriations language requests for the  budget year appropriations T 86.4
budget year reguests in thousands
accounts for which it submits SF 133 information on accounts Z 86.5
reports that submit budget

execution reports
major trust funds and certain other status of funds J 86.6
accounts (as determined by OMB)
unavailable special or trust fund receipts  data on unavailable N 86.7
or offsetting collections collections
contract authority status of contract authority I 86.8

! Including agencies not subject to Executive Branch review. GSEs submit data for sectionsE, F, G, H only. Nothing in this table appliesto the

Federal Reserve Board.

2 DOD-Military submits budget plan (MAX schedule D), see section 86.3.

56
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(d) Print materials.
Print materials include these items printed in the Budget Appendix

* Appropriation language. You must submit language for each account for which appropriations or
limitation language was enacted in the CY or is proposed in the BY. You must also submit any
general provisions that pertain to you. (See section 96)

* Narrative statements, footnotes, and tables. Y ou must provideanarrative statement for each account
with activity in the current or budget year, and separate statements for supplemental requests,
rescission proposals, and items proposed for later transmittal. Y ou may berequired to providetables
and footnotes that aren’t generated by MAX under certain circumstances. (See section 97.)

(e) Additional materials.
If the criterion listed in thefirst column of the following table applies to you, submit the additional materials

described in the second column. The right-hand column tells you where in Part 1 to find guidance on the
reguirement.

ADDITIONAL MATERIALS— CERTAIN AGENCIES

If your agency... Then submit this... See section...
has credit programs development of risk categories 85.3

has a Federal formula grants programto  information on grants to State and local 100.1

State or local governments governments

operates at least 300 motor vehicles information on motor vehicles 100.2

has obligations for relocation expenses information on relocation expenses 100.3

for PY through BY

had expenditures for official information on international travel 100.4
international travel in the PY

has budget authority or outlays materials in support of baseline estimates 100.5
differences of $50 million or more

between current year and budget year

baseline estimates
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SECTION 30 -- BASIC POLICIES AND ASSUMPTIONS

Table of Contents

30.1 Basisfor agency proposals
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30.3  Economic assumptions
30.4 Growthin agency workload
30.5 Unit cost information

30.1 Basisfor agency proposals.

Y our proposals should result from a comprehensive system that integrates analysis, planning, evaluation, and
budgeting and should reflect:

C Thepoalicies of the President;

C Thejudgment of the agency head regarding the scope, content, performance, and quality of programsand
activities proposed to meet the agency’ s missions, goals, and objectives; and

C Adequate support for accomplishing approved plans for management improvement in the areas of
management integrity and controls, credit and cash management, financial systems, and financial

reporting.

In developing the estimates, consider the effect that demographic, economic, or other changes can have on
program levels beyond the budget year. Be prepared to discuss the impact that program levels and changes
in methods of program ddivery, including advances in technology, will have on program operations and
administration. Also consider the appropriate roles for Federal, State, and local governments, as well asthe
private sector, in conducting the covered activities. Involve State and local officials in the development of
policy and budget priorities and programs with significant State and local impact. Make sure your estimates
are consistent with strategic and annual performance plans.

30.2 Scope of the estimates.
(a) Presidential policy estimatesfor CY and BY.

(1) Regular annual estimates. Your regular annual estimates must reflect all requirements anticipated at the
time of budget submission, and should cover:

C Continuing activities, including those that must be reauthorized for the budget year;
C Authorized activities that are proposed for the budget year;

C Amounts necessary to meet specific financial liabilities imposed by law; and

C Decreasesfor activities proposed for termination.
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(2) Legidativeproposals. If you determinethat proposalsfor new legislation requireafurther budget request
or result in a changein revenues or outlays, you must separately identify and provide a tentative forecast of
the estimate in your submission. These proposals must be consistent with the items that appear in your
legislative program, as required by OMB Circular No. A-19.

(3) Supplemental proposals. Separately identify amounts for supplemental appropriations required in the
current year to meet unforeseen contingencies in programmatic costs in your agency's budget submission.
Supplemental requests for the current year are normally transmitted to Congress with the budget. However,
each case will be decided separately after OMB receives the agency’ s initial submission (see section 51.10).
OMB representatives will inform you which supplementals will be transmitted with the budget so you can
submit the necessary information.

(b) Presidential policy outyear estimates.

Policy estimates for the nine years following the budget year (BY +1 through BY +9) enable the President to
evaluatethelong-term consequences of proposed programor tax policy initiatives and to makedecisionsinthat
context. (Basdline estimates, described in section 80, provide a basis for assessing alternatives, including
Presidential policy estimates.)

Your outyear policy estimates should be consistent with the general policies and information required for the
budget year and indicate the degree to which specific policy decisions made for the budget year or any
subsequent year affect budget authority, outlay, and receipt outyear levels. Take into consideration changes
in spending trends, economic assumptions, and other actions or events when you prepare estimates of budget
authority, outlays, and receipts for BY +1 through BY +9.

30.3 Economic assumptions.

All budget materials, including thosefor the outyear policy and basdine estimates, must be consistent with the
economic assumptions provided by OMB. The specific guidance below applies to outyear policy estimates.

OMB policy permitsconsideration of pricechangesfor goods and servicesasafactor in devel oping estimates.
However, this does not mean that you should automatically include an allowancefor thefull rate of anticipated
inflation in your request.

For mandatory programs, reflect the full inflation rate where such an allowanceis required by law and there
hasbeen no decisionto proposelessthanrequired. For discretionary programs, you may includean allowance
for lessthan thefull rate of anticipated inflation or even no allowancefor inflation. In many cases, you must
make trade-offs between budgeting increases for inflation versus other increases for programmatic purposes.
UnlessOMB determines otherwise, you must prepareyour budget requeststo OM B within the budget planning
guidance levels provided to you, regardless of the effect of inflation.

Economic assumptions may be revised shortly before final budget decisions are made. These revisions will
not usually result in changes to the previous budget guidance on your agency totals.

Reflect pay raisesin your estimates of personal services costs. Pay raiseswill not beincluded in government-
wide allowances (see section 32.2(b)(1)).
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You must identify the anticipated price level changes reflected in the financial resources required to finance
each program level in your justification materials (see section 51.3).

30.4 Growth in agency wor kload.

Assume that growth in agency workload will be offset by productivity increases so that related employment
does not increase. Use personnel currently funded to the maximum extent in staffing new programs and
expansions of existing programs. Plan to reduce personnd levels where workload is stable.

30.5 Unit cost information.

Baseyour estimates on the most economical and efficient manner of carrying on thework of your agency. For
this purpose, develop unit (average) cost information to permit cost comparison and analysis to determine
whether program costsareminimal. Wherepossible, separate costsinto fixed and variable components so that
marginal costs can be derived in addition to unit costs. Such information will also provide a credible base for
projections of future costs and the need for budgetary resources. Upon request, you must provide both unit
cost and marginal cost information to OMB.

OMB Circular No. A-11 (1999) 61



SECTION 31 -- COMPLIANCE WITH ADMINISTRATION
POLICIESAND OTHER GENERAL REQUIREMENTS

SECTION 31-- COMPLIANCEWITH ADMINISTRATION POLICIESAND OTHER GENERAL
REQUIREMENTS

Table of Contents

31.1 Customer service
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Summary of Changes

Reminds agencies to offset resource requirements with savings generated from privatization of
commercial activities (section 31.8).

Agencies must justify commercial support services provided to State and local governments (section
31.8).

31.1 Customer service.

Y our estimates should reflect the Administration's commitment to providing the highest quality servicepossible
to the American people. Executive Order 12862 established the Administration's goal to make all aspects of
the Executive Branch's management practices and operations equal to or better than the best service in the
private sector.

Consider ways to enhance customer service both to Federal and non-Federal clients, based on information
obtained from customer service surveys and other sources. Y our estimates should also reflect implementation
of customer service plans, including training and information collection needed to achieve customer service
standards.

31.2 Equal opportunity.

Your estimates should reflect the Administration's commitment to programs designed to ensure or promote
equal opportunity regardless of race, color, religion, national origin, sex, disability, or age. Thesecivil rights
activities include the following:

C Implementation of statutes or regulations requiring fair housing.

C Nondiscrimination in federally assisted or conducted programs.
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C Equal credit opportunity.

C Full voting rights.

C Civil and Constitutional rights.

C Equal employment opportunity (including nondiscrimination by Federal agencies).

C FEffortstoincrease Federal contracting and subcontracting opportunities for minorities, women, and
disadvantaged entrepreneurs.

31.3 Full funding.

Requestsfor acquisition of capital assets must proposefull funding up front or advance appropriationsto cover
the full costs of the project. Specifically, requests for procurement programs must provide for full funding
of theentirecost. Inaddition, requestsfor construction programs must providefor full funding of thecomplete
cost of construction. Y ou should not submit estimates for construction funds for major construction projects
unless planning will reach a point by the end of the current year that will ensurethat a contract for construction
could be awarded during the budget year. Remember that Administration policy and the Antideficiency Act
require you to have sufficient budget authority or other budgetary resources to cover the full amount of
unconditional obligations under any contract.

For policies related to leases of capital assets and lease-purchases, see section 33.4.  For guidance on budget
submissions for capital asset acquisitions, see Part 3 of this Circular. For guidance on principles and
techniques of planning, budgeting, procurement, and management of capital assets, seethe supplement to this
Circular, the Capital Programming Guide, which is published separately.

31.4 Government perquisites.

Your estimates should reflect Administration policy to limit the use of government vehicles, government
aircraft, first class air trave, executive dining facilities, and conferences, in accordance with Presidential
memoranda, dated February 10, 1993.

31.5 MAX €ectronic network.

For the purpose of cost distribution specified in OMB Circular No. A-130, OMB is the user of MAX.
Accordingly, you are not required to pay for use of the MAX eectronic network required by this Circular.

31.6 Multi-year appraopriations.
Consider whether it is appropriate to request appropriations with multi-year availability, particularly for
buildings, equipment, and other types of fixed capital assets, including major ADP and tdecommunications

systems, with long acquisition cycles. Where multi-year appropriations requests are appropriate, you should
match the period of availability to the expected length of the acquisition cycle.
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31.7 Performanceindicators, performance goals, and management improvement.

Y our estimates should reflect the Administration's commitment toimprove program performance, management
integrity and controls, program ddivery, and financial management.

C Performance indicators and performance goals. Your estimates should reflect the use of program
performance indicators and performance goals in the manner specified by OMB representatives and
consistent with agency strategic plans and annual performance plans (see section 51.7 and Part 2).

C Information systems. Your estimates should reflect the Administration's commitment to information
technology planning that directly supports agency strategic missions by forming strong linkages
between planning and budget formulation and execution, consistent with the Clinger Cohen Act of
1996 (see also Part 3, where applicable).

C Financial systems Your estimates should reflect plans to achieve a single, agency-wide, integrated
financial management system and CFO plan initiatives. The scope of agency financial systems
activities will include the following:

< Core financial systems, as described in the JFMIP Core Financial System Requirements
Document.

< Financial and mixed systems critical to effective agency-wide financial management, financial
reporting, or financial contral.

Sections 52 and 53 describe the materials that must be submitted for agency financial management
systems.

31.8 Performance of commercial activities.

Your estimates should reflect the probable results generated by cost comparisons or other performance
conversions authorized by OMB Circular No. A-76 and its Revised Supplemental Handbook (March 1996),
including potential savings that may result from actions taken as a result of the annual review of the
Commercial Activitiesinventory required by the Federal Activities Inventory Reform Act (P.L. 105-270). For
activities that assume additional FTE or dollar resources to provide a product or service, submit a full
justification, including a possible recompetition, waiver justification, or determination of workload increase,
as appropriate. To the extent possible, offset additional resource requirements to meet mission or
administrative requirements for in-house performance through savings from these and other efforts to reduce
costs, including savings from conducting cost comparisons on other existing in-house activities, reinvention
savings, privatization, or attrition.

Under the requirements of the Revised Supplemental Handbook, you must justify the following types of
reguests for in-house government resources:

C Tobegin, expand, or enlarge, a government operated activity.

C Toconvert a contracted activity to in-house performance.
C Toprovide new or expanded services to another agency on a reimbursable basis.
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Except where specifically exempted, all commercial activities are subject to the cost comparison requirements
of the Circular No. A-76 and its Supplemental Handbook. Thisincludes the purchase and use of government
aircraft and motor vehicle fleets.

In accordance with the requirements of OMB Circular No. A-97, you must justify in advance and obtain the
required certification before providing commercial support services to State and local governments.

31.9 User fees.

Remember, under OMB Circular No. A-25, you must review user charges for your programs at least once
every two years (see section 8(e) of OMB Circular No. A-25). Develop your estimates in accordancewiththe
full cost recovery policy for user fees set forthinthat Circular. User fees normally should recover thefull cost
of providing goods or servicestothepublic. Theexceptiontothisruleiswhenthe Government provides goods
or services under business-type conditions; in such cases, the user fee should be set at the market price.

When you determine full cost recovery, reflect the retirement costs associated with providing the goods or

services. For the Civil Service Retirement System (CSRS), estimate costs at 17.2 percent of base pay. For
the Federal Employees’ Retirement System (FERS), estimate costs as specified in section 32.5.
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32.1 Definitionsrelating to employment.

Employee, as defined in 5 U.S.C. 2105, means an officer or individual who is appointed under a delegated
authority, is engaged in the performance of a Federal function, and is subject to the supervision of an officer
or employee of the Federal Government.

Full-time equivalent (FTE) employment means the total number of regular straight-time hours (i.e., not
including overtime or holiday hours) worked by employees divided by the number of compensable hours
applicable to each fiscal year. Annual leave, sick leave, compensatory time off and other approved leave
categories are considered "hours worked" for purposes of defining full-time equivalent employment that is
reported in the personnd summary (seesection 86.1). Thisdefinition is consistent with guidance provided by
the Office of Personned Management (OPM) in connection with reporting FTE data as part of the SF 113G
reporting system. A list of compensable days (with associated hours) for fiscal years 1999 through 2002 is
provided in section 32.3(b).

32.2 Basisfor personne estimates.
(a) Personnel.

(1) Saffing requirements. Baseestimatesfor staffing requirements on theassumption that improvements
in skills, organization, procedures, and supervision will produce a steady increase in productivity.
Personnd will be reassigned, to the maximum extent, to meet new program requirements. Reductions
generally should be planned where the workload is stable. Where information technology systems are
installed or enhanced, gains in productivity should result in lower personnd requirements after the first
year.

Where appropriate, use calculations converting workload to required personnd that include an estimate
of availableworkhours per employeethat excludes annual leave, sick leave, administrativeleave, training,
and other non-work time. Base estimates of availabletime on current data, reflect steps taken to improve
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the ratio of available time to total time, and recognize differences in available time by organization,
location, or activity. Baseexclusionsfor annual and sick leave on current experience of actual leavetaken
rather than leave earned. Employment levels should reflect budget proposals and assumptionswith regard
to workload, efficiency, proposed legislation, interagency reimbursable arrangements, and other special
staffing methods. Employment intended for proposed legislation, or for carrying out proposed
supplemental appropriations, cannot begin until the additional funds become available by congressional
action. Employment proposed for activation of new facilities or start-up of new programs cannot begin
until the new activity begins. Employment under estimated reimbursable arrangements also cannot begin
until such arrangements have been negotiated and justified.

(2) Personnel resources. Just as estimates of employment are based on workyears/person hours, you
should baseestimates of personne resourcesonthetotal number of regularly scheduled straight-timehours
(worked or to be worked) in a standard workyear. Thereare 52 workweeks of 40 hours each, i.e., 260
compensabledaysor 2,080 hours, plustheextracompensabledays, if any, occurringinagivenfiscal year.
Notethat, although budgetary resources must be sufficient to cover any extra compensabledaysinafiscal
year, some of the corresponding outlays may not occur until the following year.

(3) Requirement for datain termsof FTEs. Wherever entriesin schedules or materials required by this
Circular pertain to personnd requirements or total employment levels, state such entries for all yearsin
terms of FTES, as defined in section 32.1, unless another requirement is explicitly stated.

(b) Personnel compensation.

68

(1) Pay scales. Unlessinstructed otherwise by OMB, base estimates on compensation scales in effect at
the time of submission of the estimates, adjusted for pay raises contained in the Mid-Session Review
economic assumptions.

TheMid-Session Review pay raiseassumptionswill apply tothestatutory pay systems (General Schedule,
Foreign Service, and Veterans Health Administration), the Executive Schedule, the Senior Executive
Service (SES), and wage grade employees. The pay raises encompass both the Employment Cost Index
(ECI)-based national scheduleadjustment and locality pay without assumption asto how thetotal increase
will be distributed between the two. Use pay scales that reflect the most recent locality pay rates in
preparing your estimates.

You may need to adjust your estimates when final pay assumptions for the budget are released. You
should be prepared to provide supporting detail on calculating pay costs, including separate identification
of the pre-pay raise wage base reflected in the submission. You must explicitly justify any increases in
average compensation for the budget year, other than those due to changes in pay scales.

(2) Hourly rates. Base compensation for all employees (asdefinedin5U.S.C. 5504(b)) on hourly rates
of compensation determined by dividing the annual rate of basic pay by 2,087, in accordance with section
15203(a) of the Consolidated Omnibus Budget Reconciliation Act of 1985 (Public Law 99-272).

(3) Within-gradeincreases. Additional resourcesfor within-gradeincreaseswill normally not beallowed.
Offset the net cogt, if any, of within-grade salary increases (i.e., costs after turnover, downgrades, and
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other grade or step reducing events are taken into account) by savings due to greater productivity and
efficiency.

(4) Vacancies Baseestimatesrelated to vacancies expected to befilled inthe budget year on the entrance
salary for the vacancies involved.

(5) Savingsin personnel compensation. Givefull considerationto savingsin personnel compensation due
to personnd reductions, delay in filling vacant positions, leave without pay, lag in recruitment for new
positions, filling vacancies at lower rates of pay, part-time employment, and grade reduction actions.
Identify terminal leave payments, including those for SES, as offsets against such savings.

(6) Positions above grade GYGM-15. Reflect these positions, including SES, only to the extent that
positions have been authorized in those grades by OPM or other authority, or are specifically authorized
in substantive law.

(7) Awards. Estimates shouldincludeamountsfor all cashincentiveawards. Uponrequest by OMB, you
should be prepared to provide detailed information on your cash incentive awards program, including a
narrative explanation of the basis on which your agency distributes awards and how that relates to its
overall performance management program.

(8) Executiveselection and development programs Includein your estimates provisions for reasonable
amounts for such programs, as required under Title 1V of the Civil Service Reform Act of 1978 and by
implementing guidelines issued by the Office of Personnel Management.

(9) Premiumpay and overtime Fully justify increases over amountsfor the preceding year for premium
pay. In preparing estimates for overtime, you should analyze the use of overtimeto ensurethat it is used
in a prudent and efficient manner; explore all reasonable alternatives to overtime (such as improved
scheduling); and ensure that adequate approval, monitoring, and audit procedures are in place to avoid
overtime abuses.

(10) Soecial ratesfor expertsand consultants Authority to pay special ratesfor experts and consultants
may berequested only when your agency demonstratesthat thetypeand caliber of servicesrequired cannot
be obtained at the maximum daily rate payablefor grade GS-15 under the Classification Act. When such
authority isjustified and specifically authorized, special rates may not exceed the maximum ratefor senior
level positions under 5 U.S.C. 5376.

(11) Severance pay. Estimate severance pay at the amount needed for the fiscal year. However,
obligations will be incurred on a pay-period by pay-period basis, notwithstanding the fact that a liability
arises at thetime of an employee's separation. Y our estimates must include changes in severance pay and
personne compensation that would occur upon the application of instructions covered in OMB Circular
No. A-76.
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(12) Physicians comparability allowance Reflect in your estimates approved plans to pay bonuses to
physicians in accordance with the Federal Physicians Comparability Allowance Amendments of 1987
(Public Law 100-140). Instructionsfor reporting on the physicians comparability allowance program are
issued separately.

(13) Bonusesand allowances. Reflect in your estimates approved agency plans for paying recruitment
and rel ocation bonuses and retention allowances. Y ou should be prepared to supply information on planned
and actual expenditures upon request by OMB.

(14) Retirement costs Reflect in your estimates the cost effects of changes in the distribution of
employees between the Civil Service Retirement System (CSRS) and the Federal Employees' Retirement
System (FERS). (See section 32.5 for retirement cost factors.)

32.3 FTE budgeted levels.
(a) Policy.

Consistent with the general policy of making the most effective use of Government resources, each agency
head will ensure close management of budgeted FTE leves for his or her agency. Although the Federal
Workforce Restructuring Act (FWRA), which expires on September 30, 1999, placed cellings on executive
branch civilian employment, agencies should not convert thework of their employeesto contractorsunlessthey
first undertake cost comparisons which demonstrate that such a conversion is of financial advantage to the
Government. In addition, agencies should ensure that reductions in accordance with the FWRA are not
disproportionately made in the areas of students or employees with disabilities and their aides.

(b) Determining FTE usage.

You must prepare budget estimates relating to personnd requirements in terms of FTE employment, as
specified in this Circular.

To determine FTE employment, divide the total number of regular hours (worked or to be worked) by the
number of compensable hours applicableto each fiscal year. For ayear of 260 compensable days, the divisor
is2,080; and for 261 days, 2,088. This calculation standardizes the FTE work year for purposes of setting
total FTE estimates, so that the resulting FTE figure will be consistently measured by the SF 113G reporting
mechanismusing 2,080 hours each year. Thefollowing list of compensabledaysfor fiscal years 1999 through
2002 should be used to compute FTE employment.

COMPENSABLE DAYSFOR FISCAL YEARS 1999-2002

1999.....coii, 261
2000......cccceieieieierennnn 261
2001.....cccoiiieie e, 260
2002.....ccoiiieiieeen 261
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FTE employment levels apply to straight time hours only. Department of Defenseindirect hireemployees are
not included in FTE employment totals. FTEsfunded by allocations from other agencieswill beincluded with
the performing agency where the employees work and are payrolled.

Include in FTE employment estimates persons appointed under the Worker Trainee Opportunity Program,
Federal Cooperative Education Program, summer aids, Stay-in-School Program, and the Federal Junior
Fellowship Program, as well as certain other programs that in the past were referred to as "ceiling-exempt”.
In OMB Memorandum No. 94-17, dated April 7, 1994, agencies were encouraged to continue to participate
fully in the student employment and other special employment programs and to ensurethat these programsare
not disproportionately reduced when agency-wide reductions are required.

TheFTE estimates must takeinto account both seasonal variationsin personnel requirements and employment
trends (increasing or decreasing personnd levels) for each agency. Therefore, these levels will berdated to,
but not identical with, end-of-year data in the Monthly Report of Federal Civilian Employment, which is
reported to OPM on the SF 113A and reflects a headcount of employees. Measure current year FTE estimates
using information compiled from the SF 113G reports submitted to OPM.

(o) Judtification of FTE usage

TheFTE estimates for each agency are determined at the time of the annual budget review, for thefiscal year
in progress and for the succeeding fiscal year. You must ensurethat the FTE estimates are consistent with all
applicable laws. In particular, some statutes providing agencies with authority to use voluntary separation
incentive proposals or buy-outs stipulate that agency-wide FTE levels must be reduced one-for-one for each
buy-out. Further, FTE estimates must represent an effective and efficient use of resources to meet program
requirements (see section 51.3).

Actual FTE usage reported in the PY column of the budget normally should equal the year-end FTE usage
reported on the SF 113G to OPM.

Current year FTE estimates should be consistent with PY actuals, should be fully funded, and should bevery
closetotheactual usagereported at theend of thefiscal year. For example, the 1999 estimateinthe FY 2000
Budget should be very close to the 1999 actual to be published in the 2001 Budget.

(d) FTE transfers between agencies

Prior to entering into new or expanded agreementsto performwork for other agencies on areimbursablebasis,
you must prepare a cost justification in accordance with OMB Circular No. A-76. As part of this agreement,
you may transfer FTES on a one-for-one basis, provided that you notify OMB prior to making such atransfer.
You may proceed with the FTE transfer fifteen days after notification to OMB unless OMB objects.

() Adjustment requests.

Send all requests for adjustments in employment levels, including agreements to transfer FTES between
agencies, to the Director of the Office of Management and Budget.
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32.4 Agency benefit payments under the Federal Employee Compensation Act.

For accounts subject to appropriations action, include in your budget year estimates the amount billed by the
Employment Standards Administration of the Department of Labor for benefits paid on behalf of employees
of your agency in the past year under the Federal Employee Compensation Act. For accounts not subject to
appropriations action, you must pay the bill in the current year.

32.5 Federal employeeretirement.

Y our estimates should reflect the retirement costs for Federal employees under CSRS and FERS. Basic pay,
as used below, is defined at 5 U.S.C. 8331(3).

C For CSRS your agency’s cost is 8.51 percent of basic pay through 2002, except for law enforcement
officers, firefighters, certain judges, congressional staff, and Members of Congress, as noted in 5
U.S.C. 8334(a).

C For FERS your agency’s cost is comprised of the costs for the FERS basic benefit, social security,
and thethrift savings plan (TSP). The FERS basic benefitis10.7 percent of basic pay, except for law
enforcement officers, firefighters, air traffic controllers, certain CIA employees, congressional
employees, and Members of Congress. For these employees, usethe normal cost percentage provided
in the Federal Register of April 18, 1997, and reduceit by the employee contribution of 1.3 percent.
Base your TSP estimates on your agency's actual experience, which should fall between one and five
percent of the FERS basic payrall.

32.6 Federal payrall costs.

For thefollowing threetypes of budget accounts, reflect the effects of civilian and military pay raisesusing the
pay raise assumptions specified for these accounts in the Mid-Session Review:

C Governmental receipt accounts containing Federal employee contributions to Federal employee
retirement.

C Offsetting receipt accounts (employer share, employee retirement) containing employing agency
contributions to Federal employee retirement.

C General fund contributions to Federal employee retirement.
Major agencies with accounts in these categories include DOD, State, Treasury, and OPM.
32.7 Unemployment compensation.
In general, you should not budget for the costs of unemployment compensation for former Federal civilian and
military personnel. The congressional intent is that such unemployment compensation be paid from

appropriations available to the employing agencies. The liable agencies must absorb these reimbursements
when they are required to be paid.
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If you do not employ large numbers of temporary employees or other personnel expected to lead to significant
unemployment compensation claims, your estimates for the current and budget year will contain no special
provision for the costs of reimbursing the unemployment trust fund for such payments.

If you employ large numbers of temporary employees to meet part-year workload, you may request approval
from OMB to budget for unemployment compensation costs for your temporary employees. OMB will
consider such requests if you can demonstrate that you have a sound administrative control system for
unemployment compensation claims.
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Summary of Changes

Requires information on high priority national security issues for the interagency national security
crosscut review process (section 33.25).
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33.1 Construction and design of Federal facilities.
(a) Pollution control standards compliance.

Prepare your estimatesin accordance with Executive Order 12088, which requires compliance with pollution
control standards.

(b) Safe workplaces.

Inyour estimates for the design and construction of Federal facilities, capital investment, and the purchase of
equipment, includetheamountsrequired to ensurethat existing facilities provide safeand healthful workplaces
for Federal employees consistent with the standards promulgated under section 19 of the Occupational Safety
and Health Act of 1970, the provisions of Executive Order No. 12196, and the related Safety and Health
Provisions for Federal Employees of the Secretary of Labor (29 CFR, Chapter XVII, Part 1960).

(c) Structural barriersin Federal buildings.

Inyour estimatesfor construction and renovation of Federal facilities, consider the need to diminate structural
barriers impeding the mobility of individuals with disabilities, consistent with the Architectural Barriers Act
of 1968.

(d) Scientific laboratory facilities.

If your submission proposesadditional or replacement scientificlaboratory facilities, you must includeevidence
that your agency has reviewed the GSA inventory of Federal laboratories and indicate the reasons you want
to acquire new space instead of using existing laboratories that have sufficient space available, according to
the GSA inventory.

33.2 Construction in flood plains.

Under Executive Order Nos. 11988 and 11990, you must develop estimates for the construction of buildings,
structures, roads, or other facilities -- whether financed directly by Federal funds or through grant, loan, or
mortgage insurance programs -- that are based on land utilization plans that preclude the uneconomic,
hazardous, or unnecessary use of flood plains or wetlands. Indicate whether the proposed activities will be
located in a flood plain or wetland and, if so, whether the activities are in accordance with the Executive
Orders.

33.3 Construction of federally-owned housing.

(a8 General.

Make sure that your estimates for construction of family housing for civilian and military personne (either
rental housing or public quarters) are consistent with the guiddines provided below. These guiddines apply

to construction of family housing (including conversions of structures for dwelling purposes), both within the
continental United Statesand overseas, except for construction of military barracks. (OMB Circular No. A-45,

76 OMB Circular No. A-11 (1999)



SECTION 33 -- ESTIMATESRELATED TO SPECIFIC
TYPES OF PROGRAM S AND EXPENDITURES

“Policy Governing Charges for Rental Quarters and Related Facilities,” provides additional guidance on
standards applicable to construction of federally-owned housing.)

Do not include estimated funding for construction of housing for civilian employees, except where necessary
to maintain continuity and efficiency of service. Y ou should not include funding estimates for construction of
family housing for civilian or military personne if private capital can be found to do the financing. Unless
OMB determines otherwise, you must justify your estimates for construction of housing under one or more of
the following conditions:

C Theconstruction is for public quarters (that is, where the law authorizes the provision of housing
without charge, such as for military public quarters).

C Theconstruction is necessary to meet requirements for service or protection
C Thereisalack of available housing.

Where seasonal demands of the agency's program or remoteness of the station would make housing and
transportation costs together unreasonably high, and where such conditions jeopardize the agency's ability to
maintain a qualified staff, you may submit a request for an exception to these guiddines.

(b) Requirements of service or protection.

You may justify construction of housing when the agency head determines that necessary service cannot be
rendered, or United States property cannot be adequately protected, unless certain employees are required to
livein government quarters at the station. In such cases, you must demonstrate that requirements for service
or protection cannot be met if personnd are permitted to live away from the station.

(c) Lack of available housing.

You may justify construction of housing at remote stations, at foreign service posts, or under other
circumstanceswhen theagency head determinesthat necessary servicecannot otherwiseberendered. Y ou must
base this determination on a supportable finding that the available supply -- present and prospective -- of
government and private housing within reasonable commuting distance will not meet the necessary housing
requirements. Indeterminingtheadequacy of theavailablesupply, consider any additional privatehousing that
can reasonably be expected to be constructed or otherwise become available.

(1) Available housing usually includes both housing for sale and for rent, except where rotation of
personnd between stations occurs at intervals of approximately three years. In those cases, only rental
housing should be considered available.

(2) Reasonablecommuting distanceis, asageneral rule, adistancerequiring travel timeof not morethan
two hours per round trip by automohbile or public transportation, or resulting in expenses per person of not
more than $5.00 per round trip by public transportation (except in metropolitan areas). You may make
exceptions to this rule under the following conditions:

C For military necessity.
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For requirements of service or protection.

If the time and cost involved in commuting would create a hardship on employees.
If local commuting habits differ materially.

If public transportation is not readily available.

OO0

(3) Insufficiency or inadequacy of the housing supply can be demonstrated by showing that one or more
of the following conditions exist and are likely to be of extended duration:

C Housing cannot be located through realtors or advertisement.
C Available housing is substandard by reasons of design, construction, or location.
C Becauseof size, it is considerably more costly than employees can afford.

C Employeessubject to rotation cannot obtain leases permitting themto vacateon thirty daysnotice,
at prevailing rental rates.

33.4 Leasesof capital assets.

You must justify that leases of capital assets are preferable to direct government purchase and ownership in
accordance with the policies contained in OMB Circular No. A-94.

L ease-purchases and capital leases will be scored consistent with the scorekeeping rules devel oped under the
Budget Enforcement Act of 1990, as revised pursuant to the Balanced Budget Act of 1997 (see Appendix A).
For all lease-purchases and leases of capital assets, you must have sufficient budgetary resources up-front to
cover the present value of the lease payments discounted using Treasury interest rates.

For lease-purchases in which the government assumes substantial risk, report outlays over the period during
which the contractor constructs, manufactures, or purchases the asset. For capital leases or lease-purchases
in which the private sector retains substantial risk, report outlays over the lease period, equal to the annual
payments under thelease. Theexplicit or implicit obligation of the Federal Government to make paymentsis
the most important financial characteristic OMB will review to determinethelevd of risk involved. OMB wiill
also consider other characteristics in evaluating the level of private sector risk in a project.

You will find detailed instructions on scoring lease-purchases and leases of capital assets in Appendix B.
33.5 Real property.

If you plan to acquire real property, you must include estimates for these acquisitions in your budget
submission. The estimates should be consistent with the policies set forth by the Administrator of GSA, as

provided by Executive Order No. 12512. Estimates for acquisition of real property under contract must be
consistent with obligations reported in object class 32.

78 OMB Circular No. A-11 (1999)



SECTION 33 -- ESTIMATESRELATED TO SPECIFIC
TYPES OF PROGRAM S AND EXPENDITURES

33.6 Hospital care.

When you develop estimates for hospital costs, use data based on the use of resources allocated by
diagnosis-rdlated groups. Compare these data with payment rates of other payers using similar groupings.
Clearly indicate whether or not capital and depreciation costs are contained. Your estimates should be
accompanied by a description of the cost allocation method underlying the data.

| dentify the amount of reimbursement collected from third parties as well as other Federal agencies when you
provide hospital careonareimbursablebasis. Baseyour estimates of reimbursements and other incomefrom
charges for such care on such per diem rates as may be established by the agencies specifically authorized to
establishsuchratesfor theparticular classof patient and typeof careinvolved, unlessdifferent ratesor charges
are established by or pursuant to a specific requirement of law.

33.7 Inpatient carefacilities and medical care services.

Inyour estimatesfor capital improvement of Federal inpatient carefacilities and plansfor provision of major
new care services, reflect review by State and appropriate area wide agencies in accordance with Executive
Order No. 12372.

33.8 Aircraft.

Reflect the policies on agency aircraft programs and the results of periodic reviews of these programs in
accordance with OMB Circulars No. A-126 and A-76 (see sections 31.4 and 31.8).

33.9 Motor vehicles.
(a) Alternative-fueled vehicles.

Y our estimates must reflect the Administration's commitment to comply with the requirements of sections 303
and 304 of the Energy Policy Act of 1992 (EP Act), which mandates that, subject to some conditions and
exemptions, 75 percent of vehicles acquired by Federal agenciesin FY 1999 and subsequent years should be
alternative-fueled vehicles (AFVs). As specified in Executive Order No. 13031 and OMB Memorandum
M-97-04, incorporate plans for acquiring AFVs in your vehicle ordering plans for the current, budget, and
future years. You must report annually on compliance with sections 303 and 304 of the EP Act (see section
55).

(b) Other requirements.

Baseyour estimatesfor sedansand stationwagonson therequirementsof GSA's Federal Property M anagement
Regulations and Federal Standard No. 122. Do not exceed pricelimitationsin effect for the current year plus
the estimated cost of additional systems and equipment justified to GSA, unless otherwise provided by law.
Makeprovisionsfor replacement of motor vehiclesand related equipment in accordancewith GSA replacement
standards and with presidential memoranda, dated February 10, 1993.
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33.10 Advisory committees and interagency groups.

Your estimates should reflect the results of the committee reviews required by Executive Order No. 12838,
dated February 10, 1993, which requires agencies to reduce the number and cost of non-statutory advisory
committees. The reduction required by the Executive Order and the agency advisory committee ceilings
established by OMB Circular No. A-135 remainin effect. Y ou should consider the continued reduced number
and cost of advisory committeesinyour budget planning. Separately identify the costs of advisory committees
established by statute that you are proposing for termination.

You are prohibited from financing interagency groups (including boards, councils, committees, and similar
groups) by contributionsfrommember agencies appropriations by agovernment-widegeneral provisionunless
such financing is specifically authorized by statute. Therefore, you must propose financing for such groupsin
the budget in one of the following forms:

C Appropriations specifically for the interagency group.
C Specific language authorizing interagency funding.

Consider the expenses of advisory committees in your estimates using the policies and provisions contained
in GSA's Interim Ruleon Federal Advisory Committee M anagement (Federal Register, Vol. 48, No. 83, April
28, 1983, p. 19326) and any rdated instructions.

33.11 Benefit payments.
(8 Unemployment insurance benefits.

Calculate unemployment insurance benefits estimates consistent with the aggregate unemployment rate
assumptions supplied by OMB.

(b) Medicare and Medicaid.

Base Medicare and Medicaid estimates on the Department of Health and Human Services forecasts and the
latest actual information available. Assumptions on medical care prices related to the consumer price index,
utilization rates, number of beneficiaries, and other factors affecting the estimates will be devel oped jointly by
the agency and OMB.

(c) Other benefit payments.

Calculate other benefit payment program estimates (including old-age, survivors, and disability insurance;
railroad retirement; civilian and uniformed services retirement; supplemental security income; and veterans
compensation, pensions, and readjustment benefits) by multiplying theexpected number of beneficiariesineach
future year by average benefit payments per beneficiary for each future year. Determine the average benefit
payments by identifying changes in the earnings base, as applicable, on which the benefit is computed, unless
existing law or Administration-supported |egislation provides otherwise. Whenexisting or proposed legislation
provides for automatic cost-of-living adjustments, the result should be further multiplied by a cost-of-living
or other adjustment factor to be supplied by OMB.
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33.12 Coastal Barrier Resources Act.

Do not include any new Federal expenditures or financial assistance prohibited by the Coastal Barrier
Resources Act (Public Law 97-348).

33.13 Contractor claims.

Include amounts for reimbursement of the Claims and judgment fund for the full amount paid from the fund
on behalf of an agency for contractor claims during the past year under the Competition in Contracting Act.

33.14 Credit programs.

Ensure that estimates for all direct and guaranteed lending programs are prepared in accordance with OMB
requirements (see section 85, OMB Circular No. A-129 * Managing Federal Credit Programs,” and the OMB
credit subsidy modd and user's guide).

As specified in OMB Circular No. A-129, the Federal Financing Bank (FFB) generally finances guarantees
of timely payment of 100 percent of loan principal and interest against all risk. Such loan guarantees create
the equivalent of Federal direct loansthat are financed by borrowing fromthe Treasury under the authority of
the Federal Credit Reform Act of 1990 (FCRA). These guarantees are treated as direct loans for budget
purposes. Therefore, if you proposelegislationto createanew, or renew an existing, credit program that does
not require substantial risk sharing, provide for direct loans rather than loan guarantees.

33.15 Foreign currencies.

Where applicable, refer to Department of Treasury and Department of State guiddines on the use of foreign
currencies. Detailed instructionsare set forthinthe Treasury Financial Manual (chapters 3200 and 9000) and
the Foreign Affairs Manual (Volume 4, Chapter 360). In addition, OMB periodically issues guidance on
excess and near excessforeign currencies. Y ou should consult with the Department of Treasury, International
Trade Office, the Department of State's Office of Financial Operations, Banking and Foreign Currency staff,
or your OMB representative on questions not addressed by these instructions.

33.16 Mail.

Include in your estimates for official use of the United States mail, package ddivery, and/or private carrier
service a sufficient amount to pay postage due, in accordance with the Postal Service regulations, vendor
requirements, and GSA government-wide mail management instructions in effect at the time estimates are
prepared. Take into consideration changes in program requirements. Assume maximum use of available
postage discounts.

33.17 Records storage.

You must budget for the costs of storing and servicing your temporary and inactive records. You will
reimburse the National Archives and Records Administration for these costs through individually-executed
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interagency memorandaof agreements. Theintent of thisrequirement isfor agenciesto becomebetter and more
responsible Federal records managers and avoid retention of duplicate and inappropriate Federal records.

33.18 Remedial environmental projects.

Prepare estimates of the cost of the design, construction, management, operation, and maintenance of remedial
environmental projects at Federal facilities consistent with policies set forth in Executive Order 12088.

33.19 Space and related requirements.

Includepaymentsrequired for space, structuresandfacilities, land, and building services provided by GSA and
by others. In addition, provide supporting materials indicating the total amounts for these charges to be paid
to GSA andthebasisfor distributing theseamounts by appropriationto OMB if agency rental paymentsexceed
$5 million in PY, CY or BY (see section 54). Where you are experiencing employment reductions, plan
corresponding reductions in space requirements and associated costs.

33.20 Systemsacquisitions.

Y ou should devel op your estimatesfor acquisition of major systems, including information technology systems,
consistent with guidance in the Capital Programming Guide, the requirements of Title V of the Federal
Acquisition Streamlining Act of 1994 (FASA), and the Clinger Cohen Act of 1996 (ITMRA). Reflect the
Administration's commitment to thorough capital planning to define requirements and establish realistic cost,
schedule, and performance goals for new acquisitions. Where appropriate, and in accordance with Federal
Acquisition Regulations, make your estimates for major information systems projects as narrow in scope and
as brief in duration as practical in order to reduce risk, promote flexibility and interoperability, increase
accountability, and better match mission need with current technology and market conditions. See Part 3 for
reporting requirements related to FASA and the Clinger Cohen Act.

33.21 Taxesand tax expenditures.

Reflect full and explicit consideration of the resources made available by the Federal Government through tax
expenditures and other tax incentives. Tax expenditures means revenue losses attributable to provisions of
the Federal tax lawsthat allow a special exclusion, exemption, or deduction from grossincomeor that provide
aspecial credit, apreferential rate of tax, or adeferral of tax liability (2 U.S.C. 622). Tax expendituresinclude
subsidies provided through the income tax system.

You must consult with the Office of Tax Analysis, Department of Treasury on all proposals for new or
modified taxes or tax expenditures (seesection 34.5). After consulting with the Office of Tax Analysis submit
ajustification of theproposal to OMB. Thejustification shouldincludetheviews of the Officeof Tax Analysis
and address the following items:

The nature and extent of the problem addressed by the proposal.
Thereason a subsidy is needed.

The non-tax alternatives.

Thereason atax changeis preferable to the non-tax alternatives.

O0O00
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In addition, you should be prepared to submit justifications for continuing or reenacting existing taxes and tax
expenditures in the program areas for which you have primary responsibility. Such justificationswill contain
the information described above.

In general, tax expenditures are subject to the same degree of performance evaluation as spending and
regulatory programs. Tax expenditures often complement or substitute for agencies’ spending or regulatory
programs, and the resources and incentives provided through tax expenditures can be substantial. Work with
the Office of Tax Analysis, which has lead responsibility for tax policy and analysis of tax expenditures, to
develop data and methods to evaluate the effects of tax expenditures that affect (or are directed at the same
goals as) your programs. Y ou should be prepared to furnish, upon request, problem analyses, estimates of
economic effects, and other materials that will provide explicit quantitative information on the relationship of
existing or proposed tax expenditures to proposed budget expenditures. See Part 2 for guidance on inclusion
of tax expenditure data in annual performance plans.

33.22 Tort claims.

Do naot include amounts for payment of tort claims in your estimates, except where a substantial volume of
claimsis presented regularly.

33.23 Travel.

Make every effort to minimize official travel. Use established sources for official trave, such asthe General
Services Administration's Travel Management Centers, negotiated hotel rates, city-pair airline contracts, etc.
Reflect the allowances authorized under the Federal Travel Regulations issued by GSA or comparable
regulationsissued by the Department of Defensefor trave of military personnel and by the Department of State
for foreign service personnd. Takeinto account changes in prices for travel by commercial modes.

33.24 Water and sewer paymentsto the gover nment of the District of Columbia.
Include amounts for payment to the government of the District of Columbia for water and sewer services.
33.25 National security crosscut.

OMB requires information about programs to counter unconventional threats such as combating terrorism,
weapons of mass destruction preparedness, critical infrastructure protection, and continuity of operations to
conduct aninteragency review processthat coordinates government-wide funding and implementation of these
programs. Detailed instructions about this requirement and the associated e ectronic reporting format have
beenissued and are availablefrom your OMB representative. Thisinformationisnot collectedinMAX. Data
on enacted funding levels are due in July; on requested levels in October; and on final levels included in the
Budget in January.
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34.1 Communications-electronics systems.

You must obtain a certification by the National Telecommunications and Information Administration,
Department of Commerce that the radio frequency required is available before you submit estimates for the
development or procurement of major communication-eectronics systems (including all systems employing
space satellite techniques).

34.2 Nuclear reactors.

You must obtain a letter setting forth the recommendations of the Department of Energy before you submit
estimates for construction of nuclear research and test reactors.

34.3 Padllution contral.

Y ou must submit an annual planwith cost estimatesfor the control of environmental pollution, after consulting
with the Environmental Protection Agency, asrequired by Executive Order 12088, “ Federal Compliance With
Pollution Control Standards.”

34.4 Public worksin the District of Columbia and National Capital area.

(a) Digtrict of Columbia.

You must consult the Commission of Fine Arts regarding plans and construction of buildings and other
structures in the District of Columbia that may affect in any important way the appearance of the city, and
other questions involving artistic considerations with which the Federal Government is concerned.

(b) National Capital area.

You must consult the National Capital Planning Commission regarding construction of public works in the
National Capital area.

34.5 Tax expenditures.

You must consult with the Office of Tax Analysis, Department of Treasury on all proposals for new or
modified taxes or tax expenditures (see section 33.21).
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35.1 Cadllections.

Makeyour estimates of collections consi stent with economic assumptions provided by OMB. Includeamounts
tobereceived under proposed legislation, separately identified, aswell asunder existing legislation. Baseyour
estimates of collections resulting from charges for government services and property on the policies included
in OMB Circulars No. A-25, A-45, and A-130, as applicable.

For offsetting and governmental receipts report amounts that include all collections credited to your receipt
accounts and exclude collections credited to receipt accounts of other agencies (except amounts credited to
certain Treasury Department accounts, asexplainedinsection 58.1). Report receiptsonthebasisof collections
credited to receipt accounts during the year, plus or minus adjustments. For indefinite appropriations of
receipts, be sure that the budget authority estimate equals the amount of estimated collections, except where
amounts are precluded from obligation by provisions of law, such as a limitation on obligations or a benefit
formula

Report amounts for investment receipt accounts in accordance with the instructions in section 20.12. Report
earned discounts, sales premiums, and purchase premiumsto theinterest receipt account (usually, suffix .20).

35.2 Outlays.

You have primary responsibility for accurate outlay estimation. Take full account of time lags between the
incurring of obligations and the receipt of, and payment for, goods and services. Take into consideration the
viability of obligations (that is, the likelihood that unliquidated obligations will have to be paid) and make
realistic estimates of outlays. Outlaysaredirectly involved in determining the size of the surplus or deficit and
thusin determining overall budget policy. Further, outlay estimation hastaken onincreasing importance under
the Budget Enforcement Act. Outlay estimates should represent the best estimatefor agiven leve of program
activity.

Your methods for estimating outlays should be consistent with the policies and guidance contained in OMB
Circular No. A-34.

35.3 Consistency in spendout rates and outlays from prior year balances.
Spendout rates(i.e., theamount of outlaysfrom new budgetary resources madeavailableinthat year compared

to theamount of such new budgetary resources, expressed as a percentage) for presidential policy and basdine
estimates should be generally consistent for each budget account. Outlays from prior year balances for
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presidential policy and basdline estimates should be the same, except where policy proposals restrict or
accderate spending from balances.

If spendout rates differ between presidential policy and basdline estimates (e.g., due to a shift in programs
within an account), be prepared to explain the differences.
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36.1 Confidentiality of budget deliberations.

The nature and amounts of the President’ s decisions and the underlying materials are confidential. Do not
release them outside of your agency until the budget is transmitted to Congress. Presidential decisions on
current and budget year estimates (other than forecasts of items that will be transmitted formally later), both
intotal and in detail, becomethe* proposed appropriations’ asthat termis used in the Budget and Accounting
Act of 1921, as amended, and must bejustified by your agency. Do not release agency justifications provided
to OMB and any agency future year plans or long-range estimates to anyone outside the executive branch,
except in accordance with this section.

36.2 Congressional testimony and communications.

The Executive Branch communications that led to the President’ s budget decisions will not be disclosed either
by the agencies or by thosewho have prepared thebudget. 1naddition, agency justifications provided to OMB
and any agency futureyear plans or long-range estimates will not be furnished to anyone outside the executive
branch, except in accordance with this section.

When furnishing information on appropriations and budgetary matters, you (and your agency representatives)
should be aware of the following limitation on communications:

“... An officer or employee of an agency may submit to Congress or a committee of Congress an
appropriations estimate or request, a request for an increase in that estimate or request, or a
recommendation on meeting thefinancial needs of thegovernment only whenrequested by either House
of Congress.” (31 U.S.C. 1108)

You should also be aware of restrictions on communications to influence legislation that are not conducted
through proper official channels (18 U.S.C. 1913).

After formal transmittal of the budget, an amendment, or a supplemental appropriation request, thefollowing
policies apply when testifying before any congressional committee or communicating with Members of
Congress:

C Witnesses will give frank and complete answers to all questions.

OMB Circular No. A-11 (1999) 89



SECTION 36 -- COMMUNICATIONSWITH CONGRESS AND
THE PUBLIC AND CLEARANCE REQUIREMENTS

C

Witnesses will avoid volunteering personal opinions that reflect positions inconsistent with the
President’ s program or appropriation request.

If statutory provisionsexist for the direct submission of the agency budget request to Congress, OMB
may provide you additional materials supporting the President’ s budget request that you will forward
to Congress with the agency testimony. Witnesseswill be prepared to explain the agency submission,
the request in the President’ s budget, and any justification material.

When responding to specific questions on program and appropriations requests, witnesses will not
providethe agency request to OMB or plans for the use of appropriations that exceed the President’s
request. Typically, witnesses are responsible for one or a few programs, whereas the President is
responsible for all the needs of the Federal Government given the revenues available. Where
appropriate, witnesses should explain this difference in perspective and that it is therefore not
appropriate for them to support appropriations above the President’ s request.

When asked to provide a written response that involves a statement of opinion on program and
appropriations requests, witnesses will provide a reply through the agency head.

Do not let your communications be perceived as an “appropriations estimate or request ... or an
increasein that estimate or request” (31 U.S.C. 1108). You are expected to support the President’s
budgetary decisions and seek adjustments to those decisions only through established procedures if
your agency head determines such action is necessary.

36.3 Clearance of materialsfor Congress and the media.

Policy consistency between the President’ s budget and the budget-related materials prepared for Congress and
themediaisessential. Toensurethisconsistency, you arerequired to submit budget-related materialsto OMB
for clearanceprior totransmittal to congressional committees or individual Membersof Congressor their staff.
Unless a specific exemption is approved by OMB, materials subject to OMB clearance include:

C

C

C

90

All budget justifications and budget-related oversight materials;

Testimony before and letters to congressional committees;

Written responses to congressional inquiries or other materials for record,;
Materials responding to committee and subcommittee reporting requirements;
Capability statements;

Appesals |etters;

Reprogramming requests;

Rdated cost information;
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C Financial management documents addressing budget and policy issues (e.g., some accountability
reports or transmittal documents for audited financial statements); and

C Proposed press releases relating to the President’ s budget.

Provide this information to OMB five working days in advance to allow adequate review time. OMB review
of reprogramming requests may takelonger in somecircumstances(e.g., if therequest has not been coordinated
or if supporting materials have not been provided concurrently). In exceptional circumstances where the
response time is very short, agencies may request oral clearance or make other arrangements for expedited
review. Immediatdy after the budget transmittal and after subsequent transmittals, provide OMB with a
schedule of anticipated congressional reviews that require agency oral and written participation. Revisethis
schedule as appropriate.

Address any questions you have about this subsection to the OMB representatives who you normally consult
on budget-related matters.

36.4 Clearance of changesto the President’s budget.

If you want to propose changes to the President’ s budget (e.g., appropriations language, limitations, business-
type statements required by the Government Corporation Control Act, and dollar amounts), you must follow
the confidentiality and clearance guidance provided in this section and submit a written request as described
in section 110. OMB will notify you whether a formal transmittal of the change will be made.

When it is possible to reduce the amount of an appropriations request before action has been taken by the
Appropriations Committeeof either House, thehead of your agency shouldinform OM B promptly. Beforeyour
agency head decidesto request restoration of areduction, thereasonsfor thereduction, thecircumstancesunder
which it was made, and its significance to the President’ s program should be carefully considered.

36.5 Information available to the public.

Many agency budget documents that are subject to the Freedom of Information Act (FOIA) are exempt from
mandatory release pursuant to 5 U.S.C. 552(b)(5). Depending on the nature of the record requested, other
FOIA exemptions may apply. When deciding whether to withhold a budget document that is exempt from
mandatory release, follow the FOIA memoranda issued by the President and the Attorney General on October
4, 1993, which establish apresumptionin favor of disclosure. Whether adocument concernsafuture, current,
or past fiscal year isasignificant factor in deciding whether it should be withheld under FOIA Exemption 5;
the release of budget or current year information is more likely to harm the budget process than release of
previousfiscal year information. Agency headsareresponsiblefor determining thepropriety of record rel eases
under FOIA.

Certain agencies headed by a collegial body may berequired to hold their meetings open to public observation
unless the agency properly determines that the matter to be discussed warrants the closing of those meetings
for reasons enumerated in the Government in the Sunshine Act (Public Law 94-409). Some meetings covered
by that Act may pertain to budgetary information discussed in this Circular. Although, as with the FOIA, it
is not possibleto determine merely by the generic category of such information whether such an agency would
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be authorized to close a particular meeting covered by the Government in the Sunshine Act, the premature
disclosure of budgetary information may “be likdly to significantly frustrate implementation of a proposed
agency action” (5 U.S.C. 552b(c)(9)(B)). Furthermore, other exemptions from the open meeting requirements
of the Act may apply. Such agencies areresponsiblefor the propriety of determinationsthat would lead to the
disclosure of this budgetary information.
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50.1 Components of theinitial submission.

Theterminitial submission refers to the budget justification and other materials you submit to OMB at the
beginning of the decision-making process. Sections 51 through 58 describe the information you must provide
aspart of theinitial submission, aswell as other materialsthat are not technically part of theinitial submission
but are due before passback.

Theinitial submission consists of the following:

» Basicjustification materials (section 51).

* Information on financial management (section 52).

* Information on technology management (section 53).

* Information on rental payments for space and land (section 54).

* Information on energy use, costs, and efficiency (section 55).

* Information on drug control programs (section 56).

* Information on violent crime control programs (section 57).

* Information on receipts estimates (section 58.1).

* Information on Inspectors General (section 58.2).

» Justifications of unobligated balances in liquidating accounts (section 58.3).
» Financial information related to the Winter Olympics (section 58.4).

Section 27.3 summarizes these requirements and indicates who must provide them.
50.2 Timing.
Executive branch agencies not subject to executive branch review (section 25.1) and the District of Columbia

must provide their budget justifications and other initial submission materials to OMB by September 13™.
Agencies not subject to executive branch review don’'t make initial submissions.
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Ex-51 Réeationship of Programs to Account Structure

Requires a report identifying the major linkages between the annual performance plan, the budget
request, and the capital plan (section 51.7).

No longer requires you to update workforce streamlining plans.
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51.1 Summary and highlight statement.

(8 Required information.

You must prepare a summary and highlight statement (in the form of a transmittal letter from the head of the
agency) that coversthebudget submission of your agency. Thisnarrativewill summarizethehighlightsof your
agency's budget and related major legidative proposals, identifying the following:

C

C

C

C

The broad policies and strategies proposed and the total amounts of discretionary and mandatory
budgetary resources and FTE requested.

The reationship of the policies, strategies, and resources requested to the planning guidance for
budgetary resources and for FTE provided by OMB.

Significant proposed differences, if any, from current Administration policies.
Themost important program performance indicators and performance goals, including thosethat are

positive and negative with respect to performance and that are the basis for the major proposed
policies.

OMB Circular No. A-11 (1999) 95



SECTION 51 -- BASIC JUSTIFICATION MATERIALS

*  The major management initiatives that will be used to monitor and evaluate program efficiency and
effectiveness.

C Anysignificant proposalsfor changesin the current year budget, and therdationship of such changes
to the budget year and outyear requests.

C Any significant proposals or changes in spending patterns for the five to ten year period beyond the
budget year, and their relationship to outyear planning guidance and the policies proposed for the
current and budget year.

You must alsoincludealisting of the budget authority and outlays and FTE requested through BY +5. Itemize
thislist by account with proposed supplemental s, pending supplementals, rescission proposals, and legislative
proposals shown separately. Deduct offsetting receiptsto arrive at the net amount of the agency request. In
addition, include an analysis of outlay estimates reflected in your agency budget request, with the form and
levd of detail to be determined in consultation with the OMB representative.

Refer to sections 30 through 35 for general information and policies related to developing estimates and
proposals and to section 72 for responsibilitiesin reporting data. Remember that devel opment of your budget
request and annual performance plan should be coordinated. (See section 220.9 of Part 2 of this Circular.)

(b) Certification of obligations.

31 U.S.C. 1108(c) requires the head of each Federal agency, in connection with submission of all requests for
proposed appropriations to OMB, to certify that any statement of obligations furnished consists of valid
obligations, as defined in 31 U.S.C. 1501(a). The certification may bein theform of the following paragraph:

"As required by section 1108(c) of Title 31, United States Code, | am reporting that all statements of
obligations furnished to the Office of Management and Budget in connection with the [name of agency]
requests for proposed appropriations for thefiscal year 20[BY] consist of valid obligations as defined in
section 1501(a) of that title."

You must furnish this certification no later than November 20th. You may include it in the summary and
highlight statement or transmit it separately at alater date.

51.2 General requirementsfor justifying programs and financing.

You must provide a written justification for each budget submission. You should determine specific
informational requirements and formats in consultation with your OMB representative. Y ou should reach
agreement with your OMB representative on the form and specific content of the budget submission in the
spring and summer preceding the budget submission.

Your request should be consistent with the funding levels included in policy guidance. If the request is not
consistent with policy guidance, you must provide a summary display of what your budget request would be
at the policy guidance levels and the reasons why a budget request consistent with the guidance is not
appropriate. In addition, you may be asked by your OMB representative to identify and discuss the
implications of other funding levels.
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Prepareyour justification in concise, specific terms and cover all programs and activities of your agency. Use
tables, charts, and graphsin lieu of or to supplement text. Prepare materialsin a manner designed to provide
all of the information that the you and OMB have agreed is necessary for OMB to understand and evaluate
your agency's request and make its determinations.

You must identify the anticipated price level changes reflected in the financial resources required to finance
each program level in your justification materials.

If you havefunding requests for major capital asset acquisitions, follow the guidancein Part 3 of thisCircular.
Additional guidance appears in the Capital Programming Guide, which is published separately.

You are required to provide the following with the justification materials:

An analysis of resources (see section 51.3).

Information on the relationship of the justification material to account structure (see section 51.4).
Information on agency restructuring activities (see section 51.5).

Information on grant programs and infrastructure investment (see section 51.6).

Information on performance indicators and performance goals (see section 51.7).

Information on program evaluation (see section 51.9).

SNONONONONS

Y ou should also include the following:

C A comparison of total program benefits and total program costs, using quantitative, objective datato
the maximum extent possible, as wel as qualitative or judgmental material.

C A comparison of the marginal benefits and the marginal costs associated with the additional funds or
reduced funding proposed.

C Supporting information that takes into account agency and outside (e.g., think tanks, GAO, CBO,
universities, interest groups) program evaluations and related analytic studies, whether or not they
agree with the proposed palicy.

At the discretion of your OM B representative, these requirements may be modified or alternative justification
materials specified. Other materials also may be requested by your OMB representative.

51.3 Analysisof resources.

Useatabular presentation to identify thefinancial and personne resourcesrequired at theprogramlevelsunder
consideration.

Present resources required for PY and CY, aswell as the estimated requirements for each funding option for
BY through BY+5. If current year rescissions, deferrals, or supplementals are pending or proposed, identify
these separatdy. A subsidiary breakdown of such items as personnel compensation, capital outlay, or other
categories of special concern would be useful.

Generally, present financial data in terms of new budget authority and outlays. However, your OMB
representative may require additional measures, such as unobligated balances and offsetting collections.
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Express personnd requirementsintermsof full-timeequivalents (seesection 32.1). 'Y ou must demonstratethat
requests for FTE levels:

* Arean effective and efficient use of resources to meet program requirements;
» Areconsistent with Administration policy;

» Areconsistent with proposed funding levels;

* Can bejustified in conjunction with requests for other resources,

*  Comply with applicable laws (e.g., buyout offset requirements); and

* Areredigticinlight of past, actual FTE usage.

Fully justify changes to the FTE levels in any year in terms of program management requirements. If you
reguest an increase, prepare an analysis of agency-wide FTE that fully documents why FTE cannot be moved
from another function to meet the identified need.

Describe budgetary resources and FTE requests in the context of the your management plan for the programs
and activities. Make clear inthe plan that the analysis used to determinethat the resources are needed in order
to accomplish program and Administration goals, and that all opportunities for making more efficient and
effective use of resources have been explored.

51.4 Relationship of justification to account structure.

Where the mgjor programs in your justification materials do not coincide with the budget account structure,
prepare atable to show therdationship. Arrangethis table by program, with all rdlevant accounts and parts
of accounts listed, showing budgetary resources (usually budget authority and outlays) in millions of dollars
and FTE. Report programsthat are mainly grants, contracts or other transfers of funds to entities other than
your agency, related salaries and expenses accounts and parts of accounts, including allocations of overhead
amounts. Usethe format illustrated in exhibit 51 unless an alternate format is agreed upon by you and your
OMB representative. Where it is helpful to explain the coverage of the table or the relationship among
accounts, prepare a short narrative to accompany thetable. Thisrequirement only appliesto major programs
and activities. 'Y ou should consult your OMB representative to ensurethat you providetablesfor appropriate
activities and that you avoid unnecessary paperwork.

51.5 Agency restructuring or work processredesign.

You should identify restructuring or process reengineering activities resulting from proposed and current
investments in information technology that yield budgetary savings. Indicate how these activities allow your
agency to utilize existing resources better while improving program management and service delivery.

51.6 Information on grant programs and infrastructur e investment.

Include copies of systematic economic analyses of expected benefits and costs completed in accordance with

Executive Order 12893. OMB Bulletin No. 94-16 provides additional guidance on this Executive Order,
including a listing of the accounts covered by the Order.
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51.7 Performanceindicatorsand performance goals.

Y ou arerequired by law to provide performanceinformation in your annual performance plan (seesection 220
of Part 2). In addition, you should include in your budget justification relevant performance information,
including performance goals and indicators, to explain major program issues and financial regquirements.
Present performanceindicatorsin terms of outputs or outcomes, and performancegoalsfor short-term, aswell
asfor long-term assessment of program performance. Emphasize outputsthat reflect the productsand services
provided by the program and ddivered or used outside the program, as opposed to process alone. Emphasize
outcomes that reflect theresults of aprogram. For example, if your justification istied only to increasing the
numbers of individuals served, it is of little consequence without evidence of the cost and the outcome,
consistent with program goals.

Make information on performanceindicators, goals, and objectives that you includein justification materials
consistent with your agency strategic plansrequired by the Government Performanceand Results Act (see Part
2 of this Circular.)

I dentify the linkages among the major components of the annual performance plan, the budget request, and the
capital plan as part of your annual performance plan. Consider using alonger range planning and budgetary
perspective for selected programs. Theformat for this statement will be developed later.

Inaddition, if you prepareannual financial statements, you should confirm, for the budget year, continuing use
of the program performanceindicators used in previous years or identify alternativeindicatorsthey planto use
in these statements.

51.8 Other analytical information.
Additional information may be required in budget justifications on the following:

Workload analyses.

Performance indicators.

Unit costs.

Productivity trends.

Impact of capital investment proposals on productivity.
Changes in quality and timdiness of output.

Outcomes of past program activities.

OO0OO0O00O0OO0

Use productivity measurement, unit costs, and organizational performance standards to the maximum extent
possiblein justifying staffing and other requirements.

Include as a specific dement in productivity improvement for activities of Federal staff the gains planned or
being realized from streamlining, including reduction of unnecessary overhead, creative use of technology, and
elimination of low priority tasks and programs.

You should also be prepared to provide information on the basis for distributing funds (e.g., formulas or

principlesfor allocation, matching, policiesregarding theawarding of loans, grantsor contracts, etc.) and data
on resulting geographic distribution (e.g., by State, etc.), with identification of any issues.
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51.9 Information on program evaluation.

Programevaluationisanimportant aspect of program planning and monitoring, assessing programresults, and
determining future funding levels. In your budget justification materials, you are required to provide
information on your program evaluation activities and on your program evaluation agenda. Describe in the
agendathe major program evaluation activities currently underway or planned. Y ou should consult with your
OMB representative as you develop your multi-year evaluation plans and agenda. (See section 210.11 on
program evaluation in strategic plans.)

51.10 Explanationsrelating to supplemental appropriations requests.

When you forecast the need for a program supplemental appropriation (see section 30.2), you must prepare
justification material in accordance with this section. Provideinformation indicating why the request was not
included in the regular estimates for the period concerned and the reasons why it is considered essential that
the additional appropriation be granted during theyear. Submit proposals for offsetsto be made sewherein
your agency for both mandatory and discretionary resources along with your requests for supplementals, and
indicate related FTE savings or requirements and appropriate financing changes. If the estimateis approved
for later transmittal (rather than in the budget), you will be required to submit further justification of the
supplemental estimate to OMB (see section 110). Show the effect of requested supplementals in the
appropriate portions of the justification material for the program e ements affected.
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Relationship of Programs to Account Structure

— For the account ID, use
the 2-digit Treasury
agency code and 4-digit
basic account symbol,
transmittal code, fund

Eype andtgubgtgr;ction code (in millions of dollars)
see section .

DEPARTMENT OF GOVERNMENT
RELATIONSHIP OF PROGRAMS TO ACCOUNT STRUCTURE

BY Estimate

Program Bur nd A n BA Outlays
BUREAU OF HOSPITAL CARE
Mental health (16-2361-0-1-551):

Budget request for the program.

Grants to community health centers..................... \ 160 158
Construction of mental hospitals............ooiiiin.. 120 105
Total, Mental health...... ..ttt tnnnnnnn 280 263

BUREAU OF WATER QUALITY
Water resources control (16-2650-0-1-301):

Water enforcement. ... ...ttt ittt it 14 14

Water quality standards setting, planning, assistance,

=10 Lo R wlh =Y o Y o Y 44 47

Water research and analysisS..........iiiiiiinnnnnn. 24 23
Total, Water resources CONLrol. .. .. ii it tneennnnnnn 82 84

These amounts represent

the budget request for
the account and the
estimated outlays.

OFFICE OF THE SECRETARY
Salaries and expenses (16-1166-0-1-755):
Budgetary and financial administration and service..... 1 1
General management of hospital construction............ 2 2

/

This overhead activity supports
the program to construct mental
hospitals.

o
\\

w

Total, Salaries and EXPEeNSES. ...ttt eeeeenenaneeenens
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Ex-52 Report on Resources for Financial Management Activities

Summary of Changes

An dectronic reporting format for exhibit 52 is available on the internet and may be submitted by e-mail
(section 52.3).

52.1 General.
You are required to provide two reports on financial management:

* Financial management budget justification materials; and
* Report on resources for financial management activities.

Thereporting requirements for each submission are described in the sections below.
52.2 Financial management budget justification.

Y our budget justifications should provideresults-oriented information onfinancial management operationsand
improvement initiatives in the context of the agency's mission and programs. This discussion should include
plans for financial management throughout your agency and should represent an integrated discussion of
financial management planning and associated resources. (Selected information on financial management
resourcesfor agencies covered by the Chief Financial Officers (CFOs) Act of 1990isrequired by sections52.3
and 53.) The content should be consistent with the Government-wide strategies and initiatives discussed in the
most recent Federal Financial M anagement Status Report and 5-Y ear Planissued jointly by OMB and the CFO
Council. Consistent with the CFO Council's proposal to streamline reporting, agencies may wish to discuss
with their OM B representatives how to integrate financial management planning and performanceinformation
into their budget justifications.

TheFederal Financial Management Improvement Act of 1996 (FFMIA) mandatesthat agenciesimplement and
maintain financial management systemsthat comply substantially with Federal financial management systems
requirements, applicable Federal accounting standards, and the Standard General Ledger at the transaction
level. When the agency head determines that an agency's financial systems do not comply, FFMIA requires
the agency to submit to OMB a remediation plan to bring the agency's financial management systems into
substantial compliance. OMB will include information on remediation plans in the annual report to the
Congress regarding the status of and plans for financial management systems required by the CFOs Act.
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(a8 Coverage.

All CFO agenciesmust submit thematerial s prescribed by section 52.2(b) withtheir initial budget submissions.
Non-CFO agencies should include a brief summary of their financial management plan in their initial budget
submission to ensure adequate control of their resources.

For the 24 agencies covered by the CFOs Act, the materials required by this section will fulfill the Act's
requirement that each agency CFO prepare a plan to implement the Government-wide financial management
5-year plan. The agency may determine the format in which this information is presented, unless otherwise
specified by OMB.

(b) Materialsrequired.

Provide the following information related to financial management as an integral part of your budget
justification materials:

(1) Visionstatement. Describeconcisdy the CFO's (or equivalent) visionfor financial management, using
the CFO Council Financial Management Vision Statement as a basis.

(2) Goalsand strategies. Briefly discuss how you will achievethe goals and strategies for implementing
Government-widefinancial management improvementsthat areassoci ated with the Financial Management
Vision Statement and achieving substantial compliancewith the FFMIA. Thisdiscussion should focuson
those goals and strategies that you determineto be priorities, and should include examples of ongoing and
proposed initiatives. Y ou should include sufficient, not detailed, information on the status of financial
management activities and accomplishments to provide a context for your plans and resources request.
Detailed status should be included in agency accountability reports and/or performance plans.

(3) Audited financial statements. CFO Act agencies should briefly discuss any impediments to the
submission of unqualified and timely annual audited financial statementsand stepsto betakento overcome
the impediments.

(4) Financial systems structure. Present an overview of your current financial management systems
structure and plans for moving to your targeted systems structure. The scope of the financial systems
discussion should cover, at a minimum:

* Core financial management systems, as described in the JFMIP Core Financial Management
Systems Requirements Document; and

* Financial and mixed systems critical to effective agency-wide financial management, financial
reporting, or financial contral.

Thefinancial systems discussion should include the following information:
* A brief description of basdine financial and mixed systems, including a narrative assessment of

major problems with current systems (e.g., audit findings indicating substantial non-compliance
with the FFMIA). Agencies also should prepare an updated financial systems inventory of the
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systems described above. (Instructions for updating the financial systems inventory data will be
distributed to Deputy CFOs through a separate memorandum.)

» A brief description of thetarget structurefor financial and mixed systems, including a discussion
of the agency's financial management systems strategy.

* A synopsis of critical projects that you are currently undertaking or planning to accomplish the
target structure described above, including remediation plans if you are not in substantial
compliancewith FFMIA. Initiatives comprisingyour FFMIA remediation plan must beidentified
and include resources, remedies, and interim target dates that bring the systems into substantial
compliance within three years of the date of determination that the system is not in substantial
compliance.

Information provided above will fulfill both the requirement in OMB Circular No. A-127 that agencies
prepare an annual plan for financial systems and the FFMIA requirement for a remediation plan. This
information should be consistent with the information resource management plans required by OMB
Circular No. A-130 that you submit to OMB.

52.3 Report on resourcesfor financial management activities.

Section 205 of the Chief Financial Officers Act of 1990 assigns responsibility to the agency Chief Financial
Officer (CFO) for the preparation and revision of the agency's financial management plan and development of
the agency's financial management budget. Building on this statutory requirement, OMB issued guidance
(OMB memorandum M-96-24) that requires agency CFOs to approve agency plans, budget formulation, and
legislation affecting financial management resources at both the agency and agency-component levels.

Y ou arerequiredto provideinformation onfunding levelsfor financial management activities. Theinformation
is needed for the oversight and review of agency resources devoted to these activities and to assist OMB in
preparing the Government-wide five-year financial management plan required by the CFOs Act. This
information, which representsinputsto thefinancial management function, will bereviewed in connection with
other information submitted by agencies describing their performancein thefinancial management function (see
section 52.2) and will be discussed with agencies.

For these purposes, you must provide information on resources for financial management activities in the
format of exhibit 52. Enter thedatadirectly intotheMAX system using thespecial MAX application designed
to collect thisinformation or e-mail a spreadsheet version of exhibit 52. 1f you dect to e-mail theinformation,
follow the processes described in section 52.3(a). Thisdata collectionis separatefrom, andin advanceof, data
entered for other MAX schedules supporting the Budget Appendix (e.g., MAX schedules P, O, €c.).

(a8 Coverage.

Each agency covered by the CFOs Act is required to report budget authority and full-time equivalent (FTE)
employment data for CY and BY for each of the following categories of financial management activities:

C Assat management;

C Accounting and reporting;
C Audits of financial statements; and
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C Financial management systems.

In addition, in-house and contract data are required on audits of financial statements. Resources for both the
CFO organization and other agency components involved in financial management activities should be
included, without separate identification.

Submit your report onfinancial management activities (exhibit 52) dectronically viatheMAX systemor e-mail
no later than October 15™. Y ou are required to update the data, as necessary, to reflect final budget decisions
after those decisions are made. Revised submissions are due no later than January 29th. The report should
be reviewed by your agency CFO before submissionto OMB. If you chooseto e-mail thisinformation rather
than usethe MAX application, use the spreadsheet provided at www.cio.gov. This spreadsheet is formatted
to meet all the reporting requirements of the MAX application exhibit 52. Send the completed spreadsheet to
exhibit 52@omb.eop.gov. The subject line must havethethree digit OMB agency code (see appendix C) and
the full agency name. In addition, verify that your data meets the following error and consistency checks:

*  Amounts reported for financial management systems on line 4002 must be consistent with totals for
the financial management mission area (on line 01-3003) in exhibit 53.

* If any adjustments are reported on lines 6001-6002, alist describing them should be prepared in hard
copy and be available to OMB upon request.

*  Report agency-component leve audits only on lines 8102, 8201, and 8202.

* Do not include preparation costs on lines 8102-9402.

* Lines 9401 and 9402 should equal the corresponding entries reported for lines 3001 and 3002.
(b) Materialsrequired.
Budget authority in millions of dollars and FTE employment data will be reported for the entries described
beow. Resourceestimatesfor financial management systems should beconsistent withinformation technology
data submittedin exhibit 53. Resourceinformation not based on other requirementsof this Circular or on other
easily-identifiableinformation should represent theagency's best estimate of salaries, contracts, or other major

expenses to bereported. Allocation of overhead expenses is not required.

REPORT ON RESOURCES FOR FINANCIAL MANAGEMENT ACTIVITIES

Entry Description

Thefirst three digits of the line number will identify the financial
management activities to be reported; the fourth digit distinguishes FTE
(line xxx1) from budget authority (line xxx2) data.

100x  Asset management Include resources for administrative expenses for credit programs
consistent with the levels reported for credit program accounts under
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Entry

Description

credit reform (i.e., amounts requested as a separate appropriation for
administrative expenses in credit program accounts); resources devoted
to debt collection for non-credit receivables; resources devoted to cash
management; and resources devoted to property and inventory
management and control.

200x  Accounting and reporting  Include resources for processing, recording, and reporting of revenues,
receipts, appropriations, apportionments, allotments, obligations, outlays,
expenditures, assets, liabilities, and other financial transactions;
reconciliation of asset and liability accounts, such as accounts or loans
receivable, with subsidiary records and with external data, such as
Treasury cash records; funds control; and preparation of financial
statements.
300x  Audits of financial Include resources for performing audits of financial statements, with
statements separate identification for contract and in-house costs, as detailed in
exhibit 52. Do not include resources for preparation of financial
statements.
400x  Financial management Include resources for financial management systems, which consist of
systems financial systems and financial portions of mixed systems necessary to
support financial management. (See definitions of financial management
systems in section 53.2.) Data reported should be consistent with
information reported for the financial management mission area (on line
01-3xx3) in exhibit 53.
500x  Subtotal Include the sum of corresponding amounts reported on lines 100x
through 400x.
600x  Adjustments (-) Include adjustments to eliminate doublecounting (a minus entry). For
example, costs for a loan system reported under the "asset management "
category may also be reported under the "financial management systems'
category. A list of the adjustments should be prepared, reviewed by the
agency CFO, and provided as hard copy to OMB when requested.
700x  Total, net Equals the total of corresponding amounts on lines 500x and 600x.
8102  Audits of financial Include resources for contracts to perform audits of agency-component
statements, contract costs ~ financial statements. Report budget authority only.
820x  Audits of financial Include resources to perform audits of agency-component financial
statements, in-house costs  statements in-house.
9102  Organization-wide Include resources for contracts to perform organization-wide audits of
financial statements, financial statements. Report budget authority only.
contract costs
920x  Organization-wide Include resources for performing organization-wide audits of financial

financial statements, in-
house costs

statements in-house.

OMB Circular No. A-11 (1999)

107



SECTION 52 -- INFORMATION ON FINANCIAL MANAGEMENT

Entry Description

940x  Total, all reporting entities  For total FTE (line 9401), report the sum of lines 8201 and 9201. This
total must be equal to line 3001.
For total budget authority (line 9402), report the sum of lines 8102, 8202,
9102, and 9202. This total must equal line 3002.

9998  Agency contact Include the name of theindividual responsible for answering questions
about the information provided.

9999  Tedephone number Include telephone number of agency contact.
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EXHIBIT 52

Report on Resources for Financial Management Activities

1001
1002

2001
2002

3001
3002

4001
4002

5001
5002

6001
6002

7001
7002

8102

8201
8202

9102

9201

9202

9401

9402

9998
9999

DEPARTMENT OF GOVERNMENT
(in millions of dollars)

Report on Resources for Financial Management Activities

Asset Management
No. of FTE.........ccccoeenn.
Budget Authority..........

Accounting and Reporting

No. of FTE......c..ccceen.
Budget Authority..........

Audits of Financial Statements

No. of FTE......c..ccccoeen.
Budget Authority..........

Financial Management Systems

No. of FTE......c...cccoen.

Budget Authority..........
Subtotal

No. of FTE............coe.

Budget Authority..........
Adjustments

No. of FTE.......cc...ooe.

Budget Authority..........
Total, net

No. of FTE............coe.

Budget Authority..........

Audits of Financial Statements

Contract
Budget Authority ......
In-house costs
No. of FTE ................
Budget Authority ......

Org-wide Financial Statements

Contract
Budget Authority ...
In-house costs
No. of FTE............
Budget Authority...

Total, all reporting entities
No. of FTE......c..ccccovnn.
Budget Authority..........

Agency Contact ..............
Telephone Number..........

40
2,480

250
15,500

35
2,250

728
87,016

1,053
107,246

-20
-1,000

1,033
106,246

20
1,000

500
15
750
35

2,250

R. W. Rogers
(202) 696-4712

40
2,600

250
16,120

CY—current year
BY—budget year

35
2,290

731 /

96,456

1,056
117,466

Amounts reported for
financial management
systems on line 4002
must be consistent with
totals for the financial
management mission
area (on line 01-3003) in
exhibit 53.

-30 /

-1,800

1,026
115,666

If any adjustments are
reported on lines
6001-6002, a list
describing them should
be prepared in hard copy.

20

Report
agency-component
level audits only.

1,040

500

Do not include
preparation costs on
lines 8102-9402.

15
750

35
2,290
“~

Total, all reporting entities,
should equal the
corresponding entries for
audits of financial
statements reported on
lines 3001-3002.
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SECTION 53 -- INFORMATION TECHNOLOGY

Table of Contents

53.1 Purpose
53.2  Définitions
53.3 Materialsrequired
53.4  Reporting requirements
Ex-53 Report on Information Technology

Summary of Changes
Thereport on information technology is due before the MAX data base locks (section 53.3).

For the 1999 revision of A-11, exhibit 42 has been renumbered exhibit 53; an dectronic version of
exhibit 53 is available on the internet and may be submitted by e-mail (section 53.3).

The*"all other” category has been revised to include two subcategories, “ significant, non-major” and
“non-significant” systems (section 53.4)

53.1 Purpose.

You must provide certain data on information technology (IT). This data helps OMB:
C Identify large IT investments for possible review during the budget process;
C Ensurethat spending on IT supports an agency’s mission;

C Identify investments in agency local area networks and desktop computers;

C Identify investmentsthat support agency I T architecturedevel opment, businessprocessre-engineering

(BPR), IT policy development, and acquisition management;

C Understand theamounts being spent on development and modernization of I T versustheamount being

spent on operating and maintaining the status quo for IT;

C Identify the funding sources for agency IT investments;

C Provideafull and accurateaccounting of I T expenditures asrequired by the Paperwork Reduction Act

of 1995 and the Clinger-Cohen Act of 1996;

C Review requests for agency financial management systems; and
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C Preparethe Government-wide five-year plan required by the Chief Financial Officers (CFOs) Act of
1990.

Providethesedata using the Report on I nformation Technology (exhibit 53) reporting format. Thisreport was
developed jointly by OMB and the Chief Information Officers' Council and provides basic information your
agency needs to link its internal planning, budgeting, acquisition, and management of 1T resources (i.e., the
capital programming process). As an output of your agency’s internal capital programming process, your
budget justification must provide results oriented information on I T operations and improvement initiativesin
the context of the agency’ s missions and operations. Y our budget justification, including the status and plans
for information systems, should be consistent with your agency’s submissions on financial management
activities required by section 52 and the applicable guidance in Part 3 of this Circular.

53.2 Definitions.
The following terms apply to this section:

I nformation technol ogy, asdefined by the Clinger-Cohen Act of 1996, meansany equipment or interconnected
system or subsystem of equipment that is used in the automatic acquisition, storage, manipulation,
management, movement, control, display, switching, interchange, transmission, or reception of data or
information. For purposes of this definition, equipment is “used” by an agency whether the agency uses the
equipment directly or it is used by a contractor under a contract with the agency which (1) requires the use of
such equipment or (2) requires the use, to a significant extent, of such equipment in the performance of a
service or the furnishing of a product. Information technology includes computers, ancillary equipment,
software, firmwareand similar procedures, services (including support services), and related resources. 1t does
not include any equipment that is acquired by a Federal contractor incidental to a Federal contract.

Information system means a discrete set of information technology, data, and related resources, such as
personnd, hardware, software, and associated information technology services organized for the collection,
processing, maintenance, use, sharing, dissemination or disposition of information.

Financial management systems means financial systems and the financial portions of mixed systems
necessary to support financial management.

Financial system means an information system, comprised of one of more applications, that is used for any
of the following:

Callecting, processing, maintaining, transmitting, and reporting data about financial events.
Supporting financial planning or budgeting activities.

Accumulating and reporting cost information.

Supporting the preparation of financial statements.

OO0

A financial system supports the financial functions required to track financial events and provides financial
information significant to the financial management of the agency and/or required for the preparation of
financial statements.
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Mixed system means an information system that supports both financial and non-financial functions of the
Federal Government or components thereof.

Non-financial system means an information system that supports non-financial functions of the Federal
Government or components thereof and any financial data included in the system are insignificant to agency
financial management and/or are not required for the preparation of financial statements.

53.3 Materialsrequired.

Submit a report on information technology (exhibit 53) to OMB in accordance with the following criteria:

If your agency’sinformation
technology BA in PY, CY, or BY And if your financial

is... management system BA is... Then...

below $50 million below $1 million no exhibit 53
below $50 million above $1 million do Part 1 only
above $50 million n/a do all exhibit 53

For theFY 2001 Budget, exhibit 53 must be submitted in an eectronic format either by using the special MAX
application that was availablelast year or by e-mailing a spreadshest version of exhibit 53. If you dect to use
MAX, your exhibit 53 is due September 20™. If you eect to submit your exhibit 53 using either I-TIPS or the
spreadsheet version, your submissionis due September 27" and must beformatted and error checked according
to the requirements in section 53.4(c). In addition, prior to agency MAX lock out (mid January), you must
update each exhibit 53 you submitted in September to reflect any changes due to final budget decisions.

As a general rule, exhibit 53 covers I T for your entire agency. However, in some cases, OMB might require
you to prepare the exhibit at the bureau level. Provide budget authority amountsin millions PY through BY;;
where obligations are a better measure of total costsfor the prior year, you may report obligations, rather than
budget authority, for PY only. Information reported here must be consistent with data you report in schedule
O, object classification (specifically, classes 11.1 through 12.2, 23.1, 23.2., 25.2, 25.3, 25.7, 26.0, 31.0, and
41.0). Includeall major IT systems, including financial management systems, reported in exhibit 300B.

(8 Overview of exhibit 53.

Exhibit 53 has four major parts:

Part 1 IT Systems by Mission Area

Part 2 IT Infrastructure and Office Automation

Part 3 IT Architecture and Planning
Part 4 1T Resource Summary

O0O00
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Parts 1 through 3 request the following common data € ements:

C Major I T system meansasystemthat requires special management attention becauseof itsimportance
to an agency mission; its high development, operating, or maintenance costs; or its significant rolein
the administration of agency programs, finances, property, or other resources. Large infrastructure
investments(e.g., major purchases of personal computersor local areanetwork improvements) should
also be evaluated against these criteria. In addition, a“ magor” IT system is one reported on your
“ Capital Asset Plan and Justification,” exhibit 300B (see Part 3 of this Circular). For the financial
management mission areg, “ major” is any system that rounds to $1 million (i.e., costing more than
$500,000). If you areunsure about what systemsto consider as* major,”